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A Banker’s Diary 


In the past, all discussions’ of a possible return of short money rates to their 
pre-war level has assumed that such a move would be initiated by a reduction 
in Bank rate to I per cent. There was never any actual 

Deposit necessity for this procedure, since in the first place 1} per cent. 
Interest and not 1 per cent. is the traditional margin between Bank 
Cut rate and deposit rate, while on the other hand the Bank could 

as easily issue a request that the maximum deposit rate be 

} per cent. as I percent. In the event, neither Bank rate nor a Bank request 
has been employed. Instead, the Treasury has adopted the simple device 
of reducing the rate allowed on Treasury deposit receipts from 1} per cent. 
to § per cent. Since deposit receipts are nominally a six months’ security 
(though subject to pre-encashment facilities which in fact enhance their 
liquidity), it could be argued that it would have been anomalous for three- 
months’ Treasury bills to be quoted at a higher rate of discount. As a result, 
the reduction in the T.D.R. rate was sufficient to bring about a general decline 
of } per cent. in all short-term rates. Leas the clez aring bank rate for bill 
money was reduced from 1 per cent. to } per cent., automatically bringing 
down the tender Treasury bill rate to a mere fraction over } percent. Rather 

surprisingly, the clearing bank rate for bond money was ‘also reduced by 3 

to 3 per cent., so that outside lenders were forced to reduce their rate to 
2 per cent. Presum: ibly there will be a corresponding reduction in the rate 
on tap bills, largely held by the overseas owners of the abnormal sterling 
balances, so that the direct saving to the Exchequer will be much greater 
than the banks’ loss of some £12 millions of revenue on their liquid assets. On 
the other side of the account, the banks have sought to recoup the loss of 
earnings by eliminating interest on current accounts and reducing the maximum 
rate on deposit accounts from 1 per cent. to } per cent. Since the latter rate 
was in any case the general level, and 1 per cent. fairly exceptional, it is difficult 
to see that the banks will be able to save 4 per cent. on all deposit accounts, 
especially as the minimum term is to be increased trom 7 to 14 days, with 
14 days’ notice (and not just day to day) thereafter. If the banks were to 
recoup themselves fully, it would in any case follow that at least {800 millions 
of current accounts (or about one-quarter of the total) had been receiving 
interest at an average rate of § per cent. 





































WHILE there is little doubt that the reduction in short-term rates will in- 
directly help to bring down the yield on longer-dated gilt-edged, it is still 
open to question whether the Government ‘will | gain on balance. 







Will The case for the move was summarized in our issue of February 
Exchequer 941 as follows: “If the case for payment of interest on the 
Gain ? banks’ assets is based on the fact that the banks themselves 





have to pay deposit interest and provide general banking 
services, then it follows that the banks’ customers enjoy their present 
advantages largely at the expense of the taxpayer. Could the State not 
effect a substantial saving in its interest bill if deposit interest were abolished 
and if current account customers were forced to pay service charges which 
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would cover the full cost of running their accounts? It may be urged that 
the payment of deposit interest is more than ever an anomaly at the present 
time, when a bank account—with duplicated records—possesses every 
advantage over cash held in the form of bank notes, which are vulnerable 
to air raid damage and, nevertheless, carry no interest.” 

Our article went on to point out, however, that such a step might well be 
rendered undesirable on balance by its obvious repercussions. It was 
suggested that “the abolition of de ‘posit interest would obviously cause a 
large-scale transfer of funds to the savings banks and other institutions ; 
and if this did not entail any loss to the banks (who would be saving in costs), 
neither would it represent any advantage to the Government so ‘long y as it 
was prepared to allow interest on Post “Office and other accounts. Indeed, 
such a transfer at present would actually increase the Government’s interest 
bill, since Post Office depositors receive 2} per cent.”” It was suggested, too, 
that some part of the “ marginal’ accounts would probably be invested 
in Savings Certificates, on which the rate allowed is even higher. 


Tuus the ultimate effect of the reduction in rates has yet to be seen. It is, 
in any case, regrettable that the Government lacked either the foresight or 
the courage to effect a simultaneous cut in the Post Office 
Post rate, which has long been completely unjustifiable in compari- 
Office son with other rates. Indeed, so long as these so-called 
Rate “small ’’ savings rates remain at anything like their present 
Too High  jevel, it is completely impossible to talk of a real interest 
rate structure, since quite substantial sums are, in fact, in- 
volved—about £1,500 millions in savings accounts and Savings Certificates 
together, to say nothing of Defence Bonds. As it stands, the recent move 
is pure class discrimination and even that of an illogical kind, since many 
of the customers of the clearing banks are certainly no richer than the owners 
of ‘“‘small”’ savings. It should be noted that this is not regarded as a 
class issue in the United States, where the rates offered by the savings 
banks vary with other rates and in recent years have only in exceptional 
cases been as high as 2 per cent. As it is, one would expect the direct saving 
to the Exchequer to be offset to an appreciable extent by a transfer of funds 
from the clearing banks to the more favoured channels of investment. One 
ni not rule out of account, either, the possibility that bank charges may 
have to be scaled up to some extent to help offset the loss of earnings. A 
further possibility, of course, though doubtless an unlikely one, is that the 
banks may also seek to maintain their earnings by increasing their investments 
at the expense of T.D.R. holdings. Given the optional conversion of T.D.R.s 
into long-term securities there is nothing in the way of such an adjustment 
of the assets structure, since the weekly calls are designed merely to mop up 
additional cash created as the counterpart of credit expansion. The limiting 
factor, of course, is the ratio between investments liable to depreciation and 
the banks’ own resources. Even so, it is conceivable that if maintenance of 
dividends were in question the banks might decide to add still further to their 
investment holdings, since on the one hand the d: unger of a substantial decline 
in values has become more remote now that the physical controls are to be 
maintained for five years, while, on the other hand, the prospect of a large- 
scale funding of deposits is diminishing as time goes on. 





hat 
ent 
ry 
ble 


ne 
be 


5e- 








A Ba. ANKER’ s DL. {RY - 55 





Sir CHARLES LipBurRy’s recent address as President of the Institute of Bankers 
comprised a fully-documented survey of this country’s economic position 
at the end of the war. It should certainly be made available 
Sir Charles to a wider public. Readers of Dr. Stern’s article in our last 
Lidbury’s issue, showing that exports cannot possibly be expanded to 
Address the extent needed to cover all our present external liabilities, 
will particularly welcome Sir Charles’ forthright insistence 
that these obli igations cannot be met in full and must therefore be scaled down 
drastically. ‘‘ As it is unthinkable that we can for some years to come have 
any favourable balance of payments, the liquidation of sterling balances of 
present magnitude would not appear to be a practical matter. Some material 
downward revision of contracts seems imperative.’’ And again: ‘“ Huge 
obligations which have produced no net increase in productive power for 
peacetime, but are in fact the common costs of war, cannot be repaid in full. 
And because they cannot be they will not be, whatever camouflage or financial 
magic may be tried to save us all from the shock of recognizing the unpleasant 
fact—unpleasant to debtor and creditor alike.’ 

It is to be hoped that this admirably frank statement of the position 
will be considere d sympathetically abroad. Certainly, Sir Charles’ address 
was designed to bring home the realities to our own pe ople as much as to our 
external “creditors. His review was not by any means undiluted pessimism. 
A passage is quoted showing that by 1920 the short: iges of 1918 had already 
lisappeared and that by 1925 the world’s average standard of living was 
higher than in 1913. As the damage to Europe is on this occasion far greater, 
and our own losses more severe, Sir Charles suggests, this continent may 

g behind the rest of the world a few years longer. this time than last. But 

“there is every reason to believe that a similar advance can, and in suitable 
conditions will, take place.” To bring that about, however, some hard 
work will be needed, for although this country had built up a comfortable 
standard of living before the war, “‘ I say quite frankly and brutally that it is 
all these extra amenities and pleasant things of life that are now at stake and 
that the sooner this state of affairs is realized, the better.”” Our salvation 
can only come from “ a maximum labour force working with maximum output 
and with maximum efficiency in its direction, manage ment and organization.”’ 
Moreover, our resources are needed to rebuild and modernize industry, and for 
exports, as well as for the competitive aim of rehousing our population. To 
achieve all these competing ends we shall have to abstain from consumption 
and maintain a high rate of new savings: “a considerable proportion of the 
larger production must be ‘ ploughed back’ into the national business in the 
form of further and continuous savings.” 


THE recommendations of the Cohen Committee on company law, it has now 
been officially stated, are to be adopted in full. Mr. H. Lawson, head of the 
Legal Department of Lloyds Bank, has thus rendered a very 

Banks and time ly service with his searching analysis of the proposals 
the Cohen as afiecting the banks, delivered recently as a lecture under 
Report the auspices of the Institute. In most important respects, 

as was shown in our August issue, the Committee has accepted 

the views put forward by the representatives of the banks (of whom Mr. 
Lawson was one). In particular, banks and insurance companies would be 




















THE BANKER 











exempted from the general ban on hidden reserves, while the Committee 
abandoned as impracticable any attempt to trace the ultimate beneficial 
ownership of securities. Even its more moderate proposals, however, would 
cause some interference with normal banking practice, as Mr. Lawson demon- 
strates. Indeed, his survey as a whole vividly illustrates the unexpected 
pitfalls which may be encountered in any attempt to modify so complicated 
a structure as the company law. 

The Committee, for example, wished to secure publication of the accounts 
of private companies other than the one-man business, and with this object 
exempted only those private companies none of whose shares is beneficially 
owned by another company. But one effect of this, Mr. Lawson points out, 
must be to impair the usefulness of shares in private companies as a banking 
security—for it even one of the shares were registered in the name of the bank 
or its nominee, this would automatically disqualify the private company from 
the benefit of the exemption on publication of balance sheets. Again, in 
order to bring to light whether a registered holder was or was not a nominee, 
the Committee have drawn up an extremely wide definition of beneficial 
ownership, which would include among other cases that of a legal or even 
an equitable mortgagee. But this means that nomineeships c could promptly 
be hidden again by the simple expedient of the true beneficiary borrowing 
a small sum on the security of the shares from the nominee, who would thus 
become a beneficial owner under the Committee’s definition! In other words, 
the inclusion of mortgagees and trustees in the definition seems to “ create 
an artificial appearance of beneficial ownership which will be misleading.”’ 


CONSIDERABLE embarrassment seems likely to be caused by the provision 
that the—direct or indirect—beneficial owner of I per cent. or more of a 
company’s capital or class of capital must file a declaration 

Nominee of such ownership if the shares are not registered in his name. 
Provisions A bank, for example, would have to aggregate for this purpose 
Impractic- all the holdings of which it is deemed to be the beneficial 
able ? owner, whether as equitable mortgagee, trustee or executor 

or so forth, and whether registered in its own name or that 

of a nominee company or simply left unregistered under an equitable charge ; 
and “‘ such an aggregation is, of course, wholly impracticable under day- -to-day 
working conditions.” The remedy which Mr. Lawson suggests is that an 
equitable mortgagee might be excluded from the definition (though this would 
doubtless facilitate the concealment of beneficial ownership which the Com- 
mittee desire to prevent) and that arrangements might be made to eliminate 
any nominee company whose title embraces the full title of its parent company, 
treating the nomine cong any as equivalent to the parent institution when 
acting as its nominee. Even then, it is pointed out, the proposals would 
still remain “ te rribly involved ”’ so far as banks are concerned. Yet it may 
be doubted whether all these elaborate requirements will, in fact, serve any 
useful purpose at all: ‘‘ My conclusion is that the declarations and registers 
in separate parts . . . will, with the definition of beneficial ownership as it 
stands, serve no useful purpose despite the labour involved, and will even 
tend to render the registers less revealing than heretofore,” while the proposal 
directed to the disclosure of control ‘‘ would require substantial amendment 
to make it workable.” Mr. Lawson discusses a great number of other points 
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in the report—including its failure to recommend any alleviation of the law 
relating to fraudulent preference under which the banks are at present so 
liable to be victimized. For all these criticisms of detail, however, he regards 
the report as representing “‘a giant stride forward ”’ and likely to be the 
guiding influence in the development of company law for a long time to come. 


FoLLowInG the abolition of the exit permit system comes a welcome relaxation 
of the exchange control, in the recent announcement th at persons going 
abroad will now be able to purchase a “ basic ration ”’ of 
‘“« Basic foreign exchange without enquiry as to the purpose of the 
Ration ’’ of journey. For the period of one year trom November 1 the 
Foreign allowance is to be {100 for a person of sixteen years or over 
Exchange and {50 for each child. This amount is intended to cover 
all travel outside the sterling area, and where the cost of 
transport involves this country in a foreign exchange liability it will be set 
off against the allowance. The one country to which this facility will not 
apply is Switzerland, obviously because the Swiss franc is at present the 
‘hardest ”’ of all currencies from our point of view—not excluding the United 
States dollar. To what extent the general public will be able to benefit from 
this concession must depend, of course, on how readily passages are obtain- 
able and other countries grant visas for entry. Understandably, some of 
the liberated territories in particular are not encouraging visitors at present 
owing to shortages of food, transport and accommodation. Two further 
points should be noted. The separate arrangements for providing exchange 
for business travel are not substantially changed. And persons leaving this 
country permanently will normally be able to take out £5,000 per household 
over a period of four years, if they can satisfy the Bank of England, through 
their bankers, that genuine emigration is involved. 


DurING September, the impact of the Thanksgiving Drive was not sufficient 
to reverse or even completely to halt the expansion in bank deposits, but it 
brought a very appreciable check to the pace of credit ex- 

Savings pansion. After a series of six successive monthly increases 
Drive and aggregating no less than £470 millions, the September ex- 
Deposits pansion was limited to £23 millions, as compared with £90 
millions in the corresponding month last year. On the assets 

side, the most significant movement was the addition of just on £20 millions 


Sept Change : 
I< 4 M th Ye ir 
in m ém 
Deposit 1,5 9 i. 2 640.5 
A h 517. I 74-7 
Call money , 5.0 7 34-4 
\] , : 215.1 19.9 6.6 
1). R.s 1970.5 2.0 5 oO 
Investments 1,145.0 19.8 2 
Advances +a 793.3 0.9 25.1 


to the combined investments portfolio, obviously in connection with the 
Thanksgiving Weeks. Payrive so, this leaves the investments item over £46 
millions below the peak touched in November last. Last month’s recovery 
was clearly associated pore with the relapse of £22 millions in T.D.R. 
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holdings, of which no less than £109.5 millions were pre-encashed during the 
month, leaving the total issue {63.5 millions down at £480 millions. The 
month’s addition to deposits thus had its main counterpart in the increase 
of some {20 millions in discounts. In view of recent movements, it would 
obviously be hazardous to draw any conclusions as the general trend from 
the rise of some £7 millions in advances. This leaves outstanding advances 
£28 millions hi; gher on the year but still a shade below the level touched in 
March last. 


IN announcing the issue of a new type of £5 note, the Bank of England has 
stated that the step has been made expedient by the wholesale forge ry of 
British notes by Germany during the war, and also the desir- 

New ability, for exchange control reasons, of isolating notes now 

£5 Notes circulating abroad. The old notes “ are not yet being called 
in’’ and, therefore, remain legal tender. The new notes 

differ from the old chiefly in that the use of thicker paper has made it possible 
to introduce a metallic thread, as in the case of the smaller denomination notes. 


AN interesting experiment in public relations work is a twelve-minute film 

under the title ““ The Story of Money,” made by Gryphon Films for the Banking 

Information Service. The film attempts to trace the evolution 

** The of money from the most-favoured-commodity stage up to the 

Story of | modern cheque. It is intended for exhibition as a docu- 

Money” mentary film for educational purposes, and not for general 

release, and as such should serve a useful purpose. Indeed, 

there is scope for a series of such ventures expounding different aspects of 

the subject in greater detail. - The Story of Banking, in particular, still remains 
to be told. 


Banking Under Legal Control 


AKING the world as a whole, far-reaching statutory regulation of the 

commercial banks is the rule rather than the exception. But for this 

there is a very good reason in the fact that the banks of so many countries 
have an unfortunate habit of failing. Statutory regulation of the kind usual 
hitherto has accordingly had the object chiefly of safeguarding the individual 
depositor or shareholder. It has be ‘en concerned with such matters as pre- 
scribing a minimum legal capital and surplus, or ruling out investment of 
bank funds in types of asset regarded as unsound. Where minimum cash 
ratios have been prescribed, it has “be en with the object of ensuring an adequate 
degree of liquidity for the individual bank, and not in order to enable the 
Government concerned to expand bank credit at will by enlarging the credit 
base. For, as was pointed out in the standard work on the subject, published 
in 1937,* ‘‘the stage of directing the funds held by bankers into channels 
conceived to be nationally desire ible has not yet been reached. Although 
the establishment of conditions permitting the enforcement of a general 
credit policy has been one of the objec stives of legal regulation, main e mphasis 





* Commercial B enh Legis lali 10 , by Dark, Allen and others. 
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has been placed on the maintenance of a high standard of banking practice.”’ 

Since the British banks have always maintained a high standard of practice 
unrivalled anywhere else in the world, and have consequently been able to 
weather crises that elsewhere have brought banks ‘crashing down by the 
dozen, it was appropriate that in this country the banks should have been 
left almost completely free from statutory regulation that here could have 
served little purpose. The legal powers over the commercial banks contained 
in the Bank of England Bill thus mark a complete break with tradition and, 
n principle at any rate, usher in a complete ly new phase in the evolution of 
British banking. And the reason, of course, is that we fave now arrived at 
he stage not quite reached in 1937, when control of the banking system is no 
longer designed as protection fer the depositor but to ensure that no Govern- 
ment shall ever be exposed to any financial check on its spe ending policies. 

The old conception of central bank inde pendence as a desirable ‘safeou: ird 
for the taxpayer, in other words, is not only dead but is about to be buried 
under a legal enactment. In the popular belief, of course, this financial 
absolutism of Governments is regarded as the ultimate expression of democracy. 
One can only say that many previous generations found nothing undemocratic 
in the idea that the custodians of the nation’s currency also had responsibilities 

nd might conceivably be relied upon to take longer views than the transitory 
holders of office whose duties might terminate abruptly with the next swing 
of the political pendulum. 

The really significant feature of the Bank of England Bill, then, is not 
the transfer of the Bank’s stock from a number of private holders to a nominee 
of the Treasury, but the institution of statutory control over the commercial 
banks. Now, it may readily be granted that if the Bank itself is to be con- 
trolled by law, then it is doubtless a reasonable precaution for the Government 
to take some powers over the commercial banks, to ensure that the Bank 
of England will be able to exert the same influence over the banking situation 
as hitherto. In practice, any revolt against the edicts of the central bank 
is admittedly almost inconceivable, and the Government would have been 
running no very grave risk in taking that for granted. Nevertheless, one 
can imagine a Treasury lawyer arguing, with fair show of reason, that the 
Bill must make the Bank’s control of the banking situation legally enforceable 
in order to protect the State’s new investment. If, for example, the banks 
were to allow their cash ratios to rise instead of py ramiding on the basis of 

1 addition to the credit base, the Bank would be powerless to initiate a 
aeiaail expansion of credit. Or if the banks were to ignore a change in 
Bank rate and make no adjustment in the deposit and advances rates, then 
the power of the Bank to change the level of interest rates would be con- 
siderably weakened. 

But it is surely reasonable to argue that if powers are to be taken, as the 
Chancellor has assured us, merely to give legal expression to an already 
existing state of affairs, then they should be carefully drafted to secure that 
end and nothing more. One must accept the limitations as well as the 
advantages of legal control, and statutory powers cannot be left vague and 
undefined like the Bank’s sphere ot influence in the past ; informal flexibility 
and legal enactment simply do not go together. Hence controversy has 
arisen over Section 4 of the Bill for the reason that the powers it confers are 
completely unlimited and would sanction a degree of intervention with the 
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activities of the commercial banks going far beyond anything seen in the 
past. That the powers in question are ot this sweeping character is a mere 
statement of fact. The controversial issue is whether the banks would be 
well advised to accept undefined powers of this kind, however far-reaching 
and capable of abuse, or on the contrary should press for some de finition 
of the intended control. The text of the very short Bill is printed as an 
appendix to this article. It is Section 4 (3) that is principally in question. 
It is this clause which gives the Bank power to “ request information from 
and make recommendations to bankers,’’ implementing these requests and 
recommendations by means of actual directives if so authorized by the Treasury. 

These powers are obv iously very far-reaching and, in fact, unlimited. In 
the first place, the term “ banker ”’ is to be defined by Treasury order and 
will presumably cover the merchant bankers, discount houses and possibly 
other financial undertakings in addition to the deposit banks. In the second 
place, there is no indication that the “ information” to be requested is ex- 
clusively cf a statistical nature ; the wording adopted would clearly embrace 
particulars of the accounts of an individual person or firm. Similarly, there 
is no indication that the recommendations are to be sclely for the purpose of 
influencing the credit situation; as the Bill is drafted, there is nothing to 
prevent the Bank, if so minded, from recommending that the newest junior 
be appointed to the office of general manager. 

It is quite obvious that these powers could be used to enforce a control 
of the commercial banks much more extensive than anything seen in the past 
and that they would readily lend themselves to abuse by an irresponsible 
government. One has to consider, therefore, what safeguards the banks would 
have under the Bill and what is the likelihood of the powers in fact being 
abused. On the first point, one is glad to note that the Treasury is to issue 
directions to the Bank, under Section 4 (1), only after consultation with the 
Governor. The City has also welcomed the fact that action in relation to 
the commercial banks is to be initiated by the Bank of England and not by 
the Treasury directly. Moreover, the Bank is not compelled to request in- 
formation or make recommendations unless the Bank itself takes the view 
that such action is “ in the public interest ’’—for it clearly could not be directed 
to hold that opinion. Again, the Bank has to obtain the authorit ty of the 
Treasury before issuing actual directives, so that a moderate-minded Chancellor 
could in theory act as a restraining influence on an over-zealous or tyrannical 
Governor. Finally, the Governor and the Deputy-Governor are to hold 
office for five years and could not be dismissed overnight if their conception 
of the public interest should differ from that of the Treasury. Similarly, 
the sixteen directors are each to hold office for four years, only four of them 
retiring each year, so that it would take a Government four years to pack 
the board entirely and three years to secure a majority, assuming all the 
initial directors to be opposed to its policy. 

These, then, are the safeguards embodied in the Bill itself. What value 
they will possess in practice obviously depends entirely on the personal quality 
of the Governor and other members of the Court appointed by successive 
Governments. In any event, it is on the personal qualities and the prestige 
of the Governor that the whole banking E aciareonn Pe would have to rely fot 
reasonable treatment under a really extreme Government. Hence it is clear 
that the office of Governor will carry a degree of authority—not to say absolute 
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City quite unprecedented in the past. Naturally, nobody 
has any doubt that the intentions of the present Government are fully 
responsible. What goes down on the statute book, however, is not limited 
to the life of a single Government. If the intentions of the present Govern- 
ment are, in fact, merely to crystallize in legal form the relations hitherto 
existing between the central institution and the rest of the system, it should 
be prepared in principle to accept amendments limiting the powers in the 
Bill to those es Segue needed for that purpose. The question, then, is 
whether the banking community would be better advised to “take it on 
trust ’’ and remain content with the present wide but undefined powers, 
or to press for a definition of powers which, though limited, would be likely, 
sae: to embrace powers more far-reaching than those in fact likely 

» be exercised by the present Governme nt. Decision on this issue must 
“a iously depend on each person’s assessment of the probable character of 
future Governments. If extreme and irresponsible Governments are in fact 
envisaged as a real possibility, then it is quite irrelevant to the issue to say 
that such Governments would in any event take all the powers they need. 
On that principle, the wartime emergency powers might as well be left on 
the statute book in perpetuity. 

Let us suppose purely for the sake of argument that the banks should 
decide to press for some limitation of the powers. Some guidance as to the 
type of definition which might be attempted is to be found in the recent 
Australian Banking Bill. Let it be said at once that the powers in this 
legislation—as we pointed out at length in our April issue—are themselves 
extremely far-reaching, and the Bill is spattered with provisions for penalties 
of £1,000 a time for a variety of possible offences. It may be doubted whether 
such stringent legislation was really required in Australia and it would certainly 
be an affront to our own banking system. Nevertheless, it has some features 
which compare favourably with our own Bill. In particular, it is made clear 
that the information the Commonwealth Bank may call for (apart from a 
statement of the position of the banks themselves) is of a purely statistical 
nature, specified in detail under a number of heads. Again, it is laid down 
that in determining the advances policy of the trading banks, the central 
institution may not give any direction with respect to an advance made or 
proposed to be made to any particular person. The less desirable features, 
of course, include complete control over the assets structure of the banks, 
not only through the determination of advances policy, but also in the pro- 
hibition of investment in Government securities and the right to call for 
‘special deposits ’’—the equivalent of our Treasury deposit receipts—as 
the counterpart of any expansion in deposits. 

To a person in this country, such powers may seem far-reaching in the 
extreme. But can it be taken for granted that they will not, in fact, be 
parallelled by the present Government if the Bill as at present drafted should 
come into effect ? It is inconceivable, for example, that the banks could, 
or would, dump Government securities on the market to the embarrassment 
of the Government. In other words, the freedom which the banks exercise 
in determining their assets structure is already largely nominal. Again, the 
directions under the Capital Issues Control that advances are not to be granted 
for certain purposes, including Stock Exchange speculation, may well prove 
to be the thin edge of a very large wedge. It is but a short step from this 
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to an attempt to determine the volume and direction of advances on the 
Australian pattern. If the scope of the powers were thereby limited, it 
might not in practice be giving so very much away to have the terms of 
Section 4 made more specific. 

At the very least, the clause should be amended to make it clear that 
there is in fact no intention of calling for particulars of an individual account. 
This is, indeed, quite essential if we are to have any hope of preserving the 
existing relations of confidence between banker and customer. It may in 
any case be doubted whether a State-controlled banking system is likely 
to be given the custody of foreign balances with any confidence, though in 
relation to hot money that is no great loss. But internally, too, public con- 
fidence in the traditional banking secrecy is an asset of some value to the 
Government itself, which could hardly wish to see funds diverted away from 
the banks into note hoards. Certainly, it would not be worth while breaking 
down this valuable confidence for such purposes as the prevention of tax 
evasion, when the authorities can already require production of the accounts 
of individual suspects under other powers. Secondly, even if the actual 
powers are not to be specified, it would certainly do no harm if it were made 
clear that the recommendations and possible directives to be issued by the 
Bank were to serve the general purpose of controlling the volume and the 
price of credit. That would cover all the essential powers exercised by the 
Bank in its capacity as a central bank. It may be true that in the past the 
Bank has also initiated action on a great variety of other detailed topics. 
Nevertheless, it is wrong in principle that blanket powers should be taken 
to cover all possible contingencies that might conceivably arise. If the 
Bank should wish to take action not covered by the statute it can, after 
all, always rely on the co-operation of the banks if this is obviously in the 
public interest. There is no obvious reason why the banks alone should have 
to take everything on trust, allowing themselves to be bound hand and foot 
in advance and forced to rely confidingly on the Governor and Government 
of the day to act as reasonable people, who would not abuse vast powers 
obtained from Parliament. The fact that many bankers are so willing to display 
this confidence is sufficient evidence that they are themselves reasonable 
people who do not have to be dragooned at every turn, even by a Socialist 
Government. 





TEXT OF THE BILL 
The text of the Bill (excluding the schedules) is as follows : 
1.—(1) On the appointed day— 

(a) the whole of the existing capital stock of the Bank (hereinafter referred to 
as ‘‘ Bank stock ’’) shall, by virtue of this section, be transferred, free of all trusts, 
liabilities and incumbrances, to such person as the Treasury may by order nominate, 
to be held by that person on behalf of the Treasury ; 

(b) the Tre isury shall issue, to the person who immediately before the appointed 
day is registered in the books of the Bank as the holder of any Bank stock, the 
equivalent amount of stock created by the Treasury for the purpose (hereinafter 
referred to as the ‘‘ Government stock ’’). 

(2) The Government stock shall bear interest at the rate of 3 per cent. per annum ; 
and the equivalent amount of Government stock shall, in relation to any person, be 
taken to be such that the sum payable annually by way of interest thereon is equal 
to the average annual gross dividend declared during the period of twenty years im- 
mediately preceding the thirty-first day of March, nineteen hundred and forty-five, 
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upon the amount of Bank stock for which that person was registered holder imme- 
diately before the appointed day. 

(3) The Government stock may be redeemed at par by the Treasury on or at 
anv time after the fifth day of April, nineteen hundred and sixty-six, after giving 
not less than three months’ notice in the London Gazette of their intention to do so. 

(4) After the appointed day, no dividends on Bank stock shall be declared, but 
in lieu of any such dividends the Bank shall pay to the Treasury, on every fifth 
day of April and of October, the sum of eight hundred and seventy-three thousand, 
one hundred and eighty pounds, or such less or greater sum as may from time to 
time be agreed upon between the Treasury and the Bank. 

(5) The incidental and supplemental provisions set out in the First Schedule to 
this Act shall have effect with respect to the Government stock and to the sums 
payable to the Treasury under the last foregoing sub-section. 

-(1) On the appointed day all persons who are, immediately before that day, 

ig office as Governor, Deputy Governor or director of the Bank shall vacate their 
and on and after that day there shall be a Governor, a Deputy Governor and 
*n directors of the Bank, who shall be the court of directors. 

(2) The Governor, Deputy Governor and other members of the court of directors 
shall be appointed by His Majesty. 

(3) The provisions of the Second Schedule to this Act shall have effect as respects 
the tenure of office, qualifications and employment of members of the court of 
directors and meetings of the court. 

3.—(1) So much of any enactment as limits the duration of the Bank as a body 
corporate shall cease to have effect. 

(2) As from the appointed day every member of the court of directors of the 
Bank shall be a member of the said body corporate, notwithstanding that he holds 
no Bank stock, and accordingly the members of the said body shall be the members 
for the time being of that court together with the person who for the time being 
holds the Bank stock on behalf of the Treasury. 

(3) As from the appointed day His Majesty may revoke the charters of the 
Bank except in so far as they incorporate the Bank, and thereafter, subject to the 
provisions of this Act, the Bank shall be constituted and regulated in accordance 
with such charters as may from time to time be granted by His Majesty and accepted 
on behalf of the Bank by the court of directors. 

(4) The enactments set out in the Third Schedule to this Act are hereby repealed 
as from the appointed day to the extent specified in the third column of that Schedule. 

4.—(1) The Treasury may from time to time give such directions to the Bank as, 
after consultation with the Governor of the Bank, they think necessary in the public 
mterest. 

(2) Subject to any such directions, the affairs of the Bank shall be managed by 
the court of directors in accordance with such provisions (if any) in that behalf as 
may be contained in any charter of the Bank for the time being in force and any 
bye-laws made thereunder. 

(3) The Bank may, if they think it necessary in the public interest, request 
information from and make recommendations to bankers, and may, if so authorised 
by the Treasury, issue directions to any banker for the purpose of securing that 
effect is given to any such request or recommendation. 

(4) In this section the expression ‘“ banker ’’ means any such person carrying on 
a banking undertaking as may be declared by order of the Treasury to be a banker 
for the purposes of this section. 

(5) Any order made under the last foregoing sub-section may be varied or 
revoked by a subsequent order. 

(6) This section shall come into operation on the appointed day. 

5.—For the purposes of this Act— 

(a) The expression ‘“‘ the Bank ’”’ means the Bank of England ; 

(b) The appointed day shall be such day as the Treasury may by order appoint, 
not being later than three months from the date of the passing of this Act. 

6.—This Act may be cited as the Bank of England Act, 1945. 
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Mr. Dalton’s First Budget 


N the whole, Mr. Dalton’s first Budget is undoubtedly better than 

expected. Labour pronouncements such as the T.U.C. report on 

fiscal policy discussed last month had aroused some fears that a Labour 
Chancellor would be under great pressure to reduce indirect taxation rather 
than direct, and thus preve nted from givin g that stimulus to incentive which 
is so desperately needed. Though subject to criticism in detail, Mr. Dalton’s 
interim Budget has, at any rate, the merit that it does recognize to some 
extent the importance of incentive. In particular, the reduction of the E.P.T. 
rate to 60 per cent. as from January I was distinctly more favourable than 
the general run of expectations in the City, where even a cut to 80 per cent. 
was not universally taken for granted. It is less encouraging, however, 
that the net cost of this concession is placed at no more than £30 millions. 
Receipts from E.P.T. have been running around £475 millions, but even on 
the present basis were estimated to bring in no more than £250 millions net 
next year. Allowing for the termination of the post-war repayments, therefore, 
the gross loss to the Exchequer is placed at only £60 millions, which in turn 
s about halved by the incidence of income tax. 

Mr. Dalton admitted that he had been toying with the idea of removing 
E.P.T. altogether and replacing it by a flat tax on total profits, presumz bly 
on the lines of N.D.C. The fact that set-offs under E.P.T. are to cease at 
the end of 1946 strongly suggests that such a substitution may be announced 
in next April’s Budget, especially as the standard years will be still more 
ancient history by then. One effect of such a tax, as the Chancellor ac- 
knowledged, is that it would fall hardly on businesses that largely or altogether 
escape E.P.T. for the reason that their profits have not increased during the 
war. If these concerns are intrinsically prosperous, however, that does not 
appear a conclusive objection, especially as it is expansion in earnings that 
should be encouraged in peacetime. As compared with E.P.T. such a tax 
would have the advantage that substantial sums would be produced by quite 
a low nominal rate—and 60 per cent. E.P.T. means that businesses will only 
retain 22 per cent. of their marginal earnings, a proportion which offers quite 
inadequate inducements to maximum efficiency. 

Next to E.P.T., it is the standard rate of income tax which exercises the 
strongest deterrent on production, and it is satisfactory that Mr. Daiton— 
in flat defiance of the T.U.C. Committee—decided to take off at any rat 
a modest shilling. This will cost £105 millions in 1946/47 and £120 millions 
in a full year, while the restoration of the pre-war personal allowances will 
take {140 millions next year and {160 millions in a full year. According 
to Mr. Dalton, however, simple reduction of the standard rate would mean 
that the higher income groups would have gained “‘ too much.”’ Since taxa- 
tion now absorbs 80 per cent. of the nominal incomes of £10,000 and over, 
against only 50 per cent. before the war, it is difficult to deduce Mr. Dalton’s 
Pe a of equity. However, he has chosen to give reliefs of £38 millions 
(full year £42 millions) lower down the scale by mz k ing the graduz ition steeper, 
and to mulct the surtax-payer of a further £7 millions. This is, of course, 
pure politics. Certainly, one cannot reconcile this latter ste p with the lip 
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service paid to the need for incentive, and from the point of wer of 
incentive it is greatly to be regretted that Mr. Dalton did not see fit to 
restore the earned-income allowance to one-sixth. It is to be hoped that 
this concession will come in the second instalment of the Chancellor’s five- 
year serial. 

' Reference to the desirability of increasing the earned-income allowance 
raises the question whether the Chancellor has not been over-cautious in his 
proposals. Including a loss of {10 millions in purchase tax, the total cost 
of the concessions will be £322 millions in 1946/47 and would be £355 millions 
in a full year. Allowing for the abolition of post-war credits, indeed, the 
net loss would be only £90 millions in a full year and £58 millions in 1946/47. 
From the point of view of the monetary situation, however, the post-war 
credits must be ignored and the larger figure taken. Even so, this means 
that the ratio of expenditure covered by revenue will be improved if the 
expenditure total falls by anything over about £650 millions. It is true 
that allowance has to be made for increased expenditure on social services 

but the Chancellor has taken no credit at all for receipts from surplus disposals, 
which may well bring in several hundred millions. On the other hand, allow- 
ance must also be made for the increased cost of subsidies resulting from Mr. 
Dalton’s decision (reversing that of Sir John Anderson) to peg the cost of 
living index at its present level, even though this means subsidizing consump- 
tion to the tune of over £300 millions. Whether this policy is likely to increase 
or lessen the inflationary tendencies is an open question, since a rise in the 
cost of living index would undoubtedly have given rise to demands for wage 
increases tha it may be averted by its stalbilien ition. On the facts, it is in 
any event clearly a matter of opinion whether sound budgeting would have 
permitted further concessions. When the proposals are viewed as a whole, 
at any rate, it is clear that Mr. Dalton’s ostensible concentration on cuts 
in direct taxation has not in fact meant any concession to the higher income 
groups. At the lower end of the direct tax scale two million wage-earners 
become exempt from tax altogether, while others gain from the change in 
graduation ; at the higher end surtax-payers are to produce an extra {7 
millions ; purchase tax is reduced by {10 millions and food subsidies will 
increase by some {80 millions. There is nothing regressive about this picture. 
It was a true Labour Budget, qué ified but not fundamentally changed by 
some regard for the provision of incentive. 

Finally, the abolition of minimum prices for gilt-edged, announced in 
the Budget speech, can only be regarded as a logical corollary to the reduction 
in short-term interest rates discussed elsewhere in this issue. So long as the 
minima were left in force, there always seemed a possibility that the Treasury 
might permit the market to become frozen at these levels in the event of a 
liquic lity crisis, instead of preventing a recession by determined support. 
Their removal seems to imply a tacit guarantee that something like the existing 
level of gilt-edged prices can be relie -d upon in all circumstance s (so long, at 
least, as the danger of inflation due to credit expansion is kept in check by 
the physical controls). The resulting increase in confidence should do much 
to strengthen the general tone of the market and promote a gradual decline 
in yields. 
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The Central Clearing House 
By F. W. Hindmarsh * 


S early as 1938, the Committee of London Clearing Bankers unanimously 

decided that the Clearing House must be evacuated from Post Office 

Court in the event of war. As to the method of evacuation, they were 
faced with two alternatives. On the one hand, the Clearing could be 
decentralized, the country divided up, and a provincial Clearing House set up 
in each area; alternatively the London House could be evacuated to a safe 
area as a single unit. Strong arguments could be advanced for either course. 
In favour of decentralization, it could be argued that the vast majority of 
cheques passing through the Country Clearing were for local transactions (for 
example, go per cent. of the cheques drawn on Newcastle-on-Tyne were paid 
into branches in the counties of Northumberland and Durham). To bring 
cheques from Cornwall and Devon to the Midlands, and then to send 70 per 
cent. back again by a transport system overburdened with military traffic and 
possibly damaged by war should clearly be aveided if possible. In addition, a 
decentralized system would provide an insurance against the complete break- 
down of their clearing through war damage, for should one local clearing be 
destroyed the adjacent ones could take over its area. Across the Atlantic,. 
the Federal Reserve Banks were operating with success a regional clearing 
system, which could be used as a model, although geographical conditions 
are vastly different as far as postal services are concerned, particularly as in 
no single Federal Reserve district did any clearing house occupy the pre- 
dominate position taken by London in this country. 

On the other hand, there were even stronger arguments against decentraliza- 
tion, on practical rather than theoretical grounds. The main difficulty was 
staff. Several local clearings would require much more man-power than a 
single central clearing. Indeed, it was doubtful whether a large enough stait 
with clearing experience could be obtained to make a number of provincial 
clearing houses a success. The provincial houses, too, would have to be 
moved from the large industrial towns to safe areas, and the administrative 
tasks of setting up a dozen or more houses were clearly more difficult than 
that of moving one. The internal organization of banks had grown up around 
and adapted itself to the London Clearing; and the administrative and 
executive staff were overburdened with other war problems. To throw upon 
their shoulders the additional burden of introducing a new system would be 
to make a very stiff demand. When it came to framing a practical proposition, 
therefore, it was decided that the clearing house had to be moved as a unit. 

rh site chosen for evacuation had to satisfy two conditions. Firstly, 
the Treasury must consider it a safe area. Secondly, the postal and railway 
authorities had to guarantee that the 7000 letters despatched to it daily 





* The author wishes to express his thanks to the Comptroller, the Chief Inspector and other 
Officials at the Central Clearing Ho for factual information, assistance and advice. None 
of the opinions expressed herein must ‘be taken as the official opinion of the Committee of London 
Clearing Bankers, or of any of its officials 

+ The New York Clearing House is practically confined to the limits of the city. It operates 
independently of, but in conjunction with, the Federal Reserve system. A cheque, for example, 
paid in at Ithaca and drawn on Geneva, N.Y., would not pass through the New York Clearing 
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could be transported and delivered with reasonable expedition. The existence 
of a dance hall in Trentham Gardens, which practically satisfied these con- 
ditions had been brought to the notice of the Committee early in its delibera- 
tions, and in February 1939 a delegation was sent with instructions to render 
an immediate report. 

Trentham Gardens lie about three miles south of Stoke-on-Trent. In 
its hey-day the house had been the family home of the Dukes of Sutherland, 
who had spent no small fortune in creating this typical nineteenth-century 
park. A swamp, through which the Trent had flowed, was converted into a 
lake dotted with isl: nds, picturesquely situated against the rising woodland 
behind. An Italian garden was added. In 1906, the family changed its 
residence, the old hall was pulled down, and the estate converted into pleasure 
gardens for the public. For this purpose, a dance hall had been built by the 
side of the Trent, a few years after the first world war. The. delegation was 
satisfied that this site would serve the purpose and the agreement was signed 
forthwith. For better or worse, the clearing would go to Trentham deat 
war break out. 

Decisions had now to be made about the scope and extent of the future 
clearing, and it may be helpful to recall the actual organization before 
September 1939. There were three clearings in the House—Country, Metro- 
politan and Town. There were, however, a considerable number of cheques 
collected which did not pass through the House at all. Each bank had a 

‘Branches Clearing,” covering cheques, etc., paid in at branches and drawn 
on other branche ’s of the same be ink. Each bi ink, too, had its own organization 
for collecting “‘ Scottish and Irish ”’ cheques and “ London Sundries ”—the 
latter consisting of cheques and articles drawn on non-clearing banks in 
London, drafts on shipping firms and commercial houses, money orders, 
warrants on government departments, interest warrants on Government 
Securities payable at the Bank of England, and so on. It would have been 
unsatisfactory from a national point of view to shelter the Clearing House in 
the heart of England, while leaving the remaining part of the organization 
exposed to the risks and hazards of war. Conseque ntly, it was decided that, 
except for a skeleton of the former Town clearing, all articles which would 
normally be sent to London for collection should pass through the New House 
—the Central Clearing House. Each bank would have the option of trans- 
ferring its own branches clearing to Trentham, and, in fact, the majority 
of the banks, including the “‘ Big Five,’’ availed themselves of this offer. 

The collection of drafts drawn on the Paymaster General, the Inland 
Revenue and the General Post Office has been facilitated by those govern- 
ment departments opening branches there. A scheme was devised to collect 
“London Sundries” with a minimum of expense and manpower. The 
London Area was divided into 12 “ walks,” one assigned to each of the 
clearing banks, who undertook on behalf of the Clearing House the collection 
of articles in its own particular area.* ‘‘ Scottish and Irish’ cheques have 
been cleared on similar lines, the agent of each Scottish and Irish bank 
collecting all cheques drawn upon that bank. Payment for “ Scottish and 
Irish ’’ and ‘“‘ walks ” is made by the collecting banker—in London after the 
proceeds have been received, and is not included in the daily settlement at 








* The Bank of England being counted for this purpose as a clearing bank. 
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the Central Clearing House ;* neither is payment by government departments, 
which similarly is made later in London. 

The individual branches clearings, the London Sundries, and the Scottish 
and Irish are, after all, merely adjuncts to the House, the principal part of 
which is the General Clearing. This has arisen from the ashes of the Country, 
Metro and Town Clearings, and the rules of these have been adapted to meet 
the changed circumstances. The daily settlement in Post Office Court con- 
sisted of the balances of the Country Clearing two days previously, of the 
““Metro”’ of the preceding day and of the Town for the same day. The 
daily settlement is now made in the books of the Bank of England for work 
passing through the Central Clearing House on the preceding day. Again, 
the former Country Clearing was for cheques only, bills of exchange, for 
example, being excluded. Any article that passed cong any of the former 
clearings is now eligible to be cleared through the General Clearing. More- 
over, the rules as to what is and what is not a clearing article have been in- 
terpreted by the Chief Inspector in the widest possible terms. The diffi- 
culties of a nation at war have been taken into account, and where an article 
showed a genuine desire to make payment it has passed through to its destina- 
tion. This is not to imply that such articles are cleared. habitually, nor 
that the rules in peacetime will be interpreted or disregarded in this way. 
In the future they will, undoubtedly, be enforced as strictly as in the past. 
The relaxation has been a genuine effort to help a nation in difficulties, the 
soldier at the front or the civilian evacuated from his home, when procuring 
the proper document would have meant much inconvenience and delay. 

In one respect, there has been a definite change of procedure. In the 
past, if a letter were lost in transit from the clearing department to a branch, 
it was the obligation of the presenting banker to obtain duplicate cheques, 
and accordingly he was charged by the paying banker for the missing articles. 
At Trentham, it was decided to instal the Recordak apparatus, by which each 
cheque was photographed before its despatch. In the event of a letter being 
lost, duplicate prints of the missing cheques were made, and the drawers’ 
consent sought to debit them to the respective accounts. 

There were other problems, however, facing the officials apart from the 
technical side of clearings for example, the problem of floor space. This was 
slightly short of the required 40,000 sq. ft., and had to be rationed. For- 
tunately, the Inspectors had started as early as 1937 compiling statistics of 
the number of clearing house articles handled by each bank. Space was 
accordingly allotted in proportion to these figures. Midland, Westminster 
and Barclays occupied the floor of the hall; Lloyds and National Provincial 
shared the gallery with Glyn, Coutts, District and National; the Bank 
of England was housed almost directly above the kitchen and Martins in a 
small outlying building. Williams ‘ ‘took the sté ige.’’ There was also the 
problem of equipment. Sorting tables, machine desks, mail bags were 
ordered, mainly in the East End of London ; adding machines were imported 
from the States. Electricity was laid to the outlying buildings and a reserve 
of machines created to help in any emergency arising from war damage to 








* From Mi: arch 18, 1944, hebouest Warrants on Government Securities drawn on the “Bank 
of England were included in the daily settlement. Settlement of the Scotch and Irish is made 


by payment ticket between the Head Offices of the respective banks. Settlement of the walks 
incorporated in the Town Clearing Settlements. 
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Phe Central Clearing House as seen from the River Trent. 


Phe evening mail Outgoing letters are sorted and placed in their 
respective mail-bags by the staff of the C,C.H. 
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the main building. Arrangements were made for catering. In the meantime, 
the staffs in London had been advised to prepare for evacuation and the 
Clearing House moved to Trentham a few days before the declaration of war, 
namely on Saturday, August 26. Two days later the clearing functioned 
for the first time in its new home. 

It would be too much to expect that an organization could be remodelled, 
transplanted 150 miles, set up overnight and then function like clockwork 
from the start. Consequently, it is not surprising that the first month or 
two were a period of strain. The difficulties arose mainly from the relative 
inexperience of the staff. In London they were specialists. No person 
in the Town Clearing saw a country cheque, no person«in the country clearing 
saw a Bill of Exchange, or a “‘ London Sundry.’’ Suddenly they were called 
on to handle articles of all descriptions. Some training had been provided 
in London, but it was necessarily limited in extent. The cure was, of course, 
time. As the staff became accustomed to its new tasks, the functioning of 
the House reached its peacetime standard, and ever since it has been worked 
with its former regularity. 

The following table shows the number of articles cleared monthly : 

(Millions) 


I94I 1942 £: 1944 
January ‘i ie 29. 30.3 29. 32.2 
February... ae 20.4 24.: 24.7 24.5 26.6 
March oe a 25. 26. 26. , 29.0 
A pril ae a 9. 26. ye ‘ 28.3 
May .. fa 7: 28. VE 20. ? 29. 
june .. 7 as 8 25.! 26.5: 2 
July .. . a 30. 29. 30. 31. 3 
August y aia 24. : 25- 2 
September .. ‘ 22.2 5.3 a: 2 
October — ie . 29. 28.3 3 
November .. . 25.3 25. 25. 2 
December .. Tr 25. PF. 20. 8. 28. 


6.5 
¢ 


Totals .. ee 321. 322. 323. 330. 340.6 
As the work has become continuously heavier, the staff problem has 
become more and more difficult. Many, for personal and private reasons, 
wished to return to London; others were due to enter the services. To 
overcome these difficulties, the Clearing House almost from the start began 
to recruit local labour. The following table shows the composition of the 
staff at various periods : 
Male Female Total Local London 
January I, 1940 .. a3 363 592 955 } 123 832 
194! es a 320 O81 1,001 310 685 
1942. .. a 205 7 957 400 521 
1943... ee 180 7 920 520 400 
1944. - 172 897 567 330 
1945 “ as 170 J 8908 | 619 279 
With so high a | roportion of local staff, the Clearing House is definitely an 
asset to the locality. When the time comes for its return to London—and 
the only official statement is that there will be no change before June 1946— 
it will, no doubt, be regarded as a distinct loss to the Stoke district. 
While recruiting in the early stages, the banks on the whole maintained 
their peacetime standards. It soon became clear, however, that insufficient 
labour would be forthcoming, particularly after the Ministry of Labour con- 
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scripted female as well as male members of the staff to the forces. In 1941 
a number of girls under 16 were taken on to the staff and, as the years passed, 
it has been necessary to take both girls and boys at 14 years of age to maintain 
the personnel at a minimum level. In spite of their youth, these new entrants 
quickly adapted themselves to the work, and the regular routine and good 
working conditions have helped them to reach reasonable efficiency. Such 
labour has, however, never been more than a small percentage of the staff. 
The House has to clear its work completely between the incoming mail in 
the morning and the outgoing one in the evening. This made it impossible 
to organize part-time wor kers on a shift basis, as was done in many com- 
mercial concerns. In addition, one of the principal tasks is sorting, which 
requires a muscular flexibility that is best acquired at an early age. 

What has been the effect of the new system of clearing upon ‘the balance 
sheets of the member banks? The total of cheques in course of collection 
has undoubtedly been increased by the wartime conditions in which the 
postal service has had to operate. The Postal Service has not only suffered 
like others from shortage of staff, etc., but in re-organizing for war conditions 
it has in some cases sacrificed speed for safety. For example, mail has at 
times been transported by road around London, to avoid the danger of air 
raids on the capital. Throughout the war, consequently a large proportion 
of the daily branch remittances has taken two days to reach its destination, 
resulting in some increase in the total of “ uncleared ”’ items. 

From August to November 1939, the uncleared total showed little variation 
as given in Table I for the “ Big Five.”” This was probably due to two com- 
pensating tendencies: on the one hand, the new postal service tended to 
increase the figure, while on the other hand the disorganization of business 


“ee 


TABLE I 
BALANCES WITH AND CHEQUES IN THE COURSE OF COLLECTION ON OTHER 
BANKS, JULY TO DECEMBER 1939 
(Figures in italics show uncleared items as a percentage of deposits) 
July Aug. Sept. Oct. Nov. 
1939 1939 1939 1939 1939 
£m. fm. £m. fm. £m. 


Barclays wis sic ns .6 10.0 13.0 14.3 52.5 
a Pe =. Ae. 2.8 


Lloyds ‘ech is we 9 .2 3. 5. 12.4 
.6 9 2; a ae 


Midland wie oe a 9 


.0 


National Provincial .. r s 
3 


Westminster .. 3 an ai 3.! 23. wa 3 
.6 2, 6. ; 2.4 

caused by the outbreak of war had an opposite effect. In December 1939, 

however, the s¢asonal increase in business activity in these new circumstances 

produced a very sharp rise. Since that date the continual rise of prices 


has naturally tended to inflate the total and, as shown in Table II, there 
has been an almost continuous increase throughout the war. In Table III 
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the figures are shown as a percentage of deposits. It will be seen that while the 
absolute total has increased continuously, the percentage reached its maximum 
in the years Ig4I and 1942, since when it has fallen slightly. The main 
reasons for this fall are, presumably, the improvement of the postal service 
since the cessation of night air raids and the accumulation of a considerable 
amount of savings in the form of bank deposits, despite the efforts of the 
National Savings movement. 


TABLE II 
BALANCES WITH AND CHEQUES IN COURSE OF COLLECTION ON OTHER BANKS 
1939 1940 1941 1942 1943 1944 
{m.. {m. fm. {m. £m. £m. 
Barclays June io 2.7 19.6 ~ 25.6 .6 30.3 
Dec. ; we 19.2 22.6 ; 33.1 35.9 35.8 


Lloyds June . 10.7 15.6 , 23.4 9 
Dec. ied 20.6 21.9 : 29.: of 


Midland June 
Dec. 


National 
Provincial June 
Dec. ; 


Westminster June : 
Dec. 


TABLE III 
AS PERCENTAGE OF 


0/ 
o 


Barclays June 
Dec. 


Lloyds June 
Dec. 


Midland June 
Dec. 


National 
Provincial June 
Dec. 


Westminster June 
Dec. 














VALUATIONS 


For more than 60 years the name of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, PLANT AND MACHINERY 
An accurate valuation of property and plant mny be utilised for a 
variety of purposes. It cannot, therefore, be over-emphasised that 
the cpinion of value should carry the name of a firm of repute 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, GRESHAM STREET, LONDON, E.C.2 
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The Finance Corporations 
By J. Grahame-Parker 


T is now nine months since the formation of the two new Finance Corpora- 

tions was announced. While the larger Finance Corporation for Industry 

has still not really commenced operations, the Industrial and Commercial 
Finance Corporation is functioning under difficulties, as it has not yet been 
able to secure office accommodation of its own. It is not an unhealthy sign 
that even in this very short life the I.C.F.C. has incurred some criticism. 
Indeed, it is divulging no secret, at this stage, that when the idea of a finance 
corporation of this character was first ventilated a number of the banks 
were opposed to it and the consent of more than one of the eventual par- 
ticipants was obtained only after some powerful persuasion. Now that the 
Corporation has achieved actual existence and begun to examine applications 
there have been the inevitable complaints by disappointed applicants that 
it threatens to “ out-bank ”’ the banks in its conservativeness and is ultra- 
cautious in its approach to some of the propositions placed before it. 

To what extent such a Corporation can find a legitimate field for its activities 
depends, of course, on whether the famous Macmillan “ gap” in our credit 
structure has any real existence. In the past there has been good reason 
for doubting this, more particularly as the British banks have not for some 
long time now been quite so rigidly orthodox as deposit banks are supposed 
to be in the textbooks. In fact, they have seldom hesitated to mect the 
medium-term requirements of their good industrial customers. Certain it is 
that in many cases the accommodation has been left undisturbed for far 
longer periods than the strict canons of deposit banking would tolerate. 
What matters at this stage, however, is not whether a gap has existed in the 
pe ist, but whether gaps are likely to emerge in the future. For various reasons, 
this seems not unlikely. One has to envisage post-war capital demands 
of such enormous dimensions as to make it possible for the Industrial and 
Commercial Finance Corporation to make a valuable contribution towards 
industrial reconstruction. The industry of this country is faced with many 
problems. Kemoval, re-financing, re-stocking and expansion are the more 
urgent problems of the post-war tran sition period. Small and medium-sized 
enterprises— those which require c -apiti il sums ranging from a modest £5,000 
to the more imposing £200,000 which the Industri i and Commercial Financial 
Corporation is prepared to arrange—will continue to hold as important a 
place in the national economy as large-scale industry and trade, if not a more 
important one. The men and enterprises which this undertaking might help need 
not necessarily be in industry already ; they may emerge as a result of the 
discoveries and experiences of the war. Bankers themselves well know from 
the ordinary conduct of their everyday business that the imposing structures 
of our largest industrial concerns have their origins in small enterprise managed 
by efficient and far-seeing individuals. 

Naturally, there is no lack of demand for credit from rash and unsound 
borrowers. That type of business, the Corporation cannot be expected to 
entertain. At the same time, however, it has capital to employ and to employ 
capital as it is intended to be employed surely involves risk ? Nor does its 
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successful employment preclude its loss on some ventures. The Corporation 
apparently is not burking this issue, since we understand that advances so 
far approved include, besides debentures, both preference shares and equity 
capital. It claims that its main policy is to provide finance for established 
and progressive firms, but that it will also give consideration to proposals 
from new organizations whose backing is sound and whose prospects are 
ood. But does that go far enough? Many large British industrial units 
today have been built from modest beginnings, with the help maybe of bank 
credit often granted on little security other than the personal qualities of 
the borrower. In the post-war period there may well be m ny ew apa and 
undertakings with little more than an idea, the deve lopment of which might 
bring to the country a successful enterprise in the future. 

This post-war period will bring to the surface special circumstances. 
There is very definite scope for this new financial institution, for these are 
times when unusual risks will have to be taken by and on behalf of British 
industry, and there is a danger of insufficient finance and encouragement 
for persons and undertakings which are short of capital. It might be suggested 
that it is not part of the Corporation’s function—or not, at least, a primary 
part—to find what is termed “risk” capital. But it may well be that, 
unless its management considers that type of business with an open mind, 
it will fail in its main effort. Reasonable commercial prudence is a phrase 
which needs liberal interpretation if the Industrial and Commercial Finance 
Corporation is usefully to employ the large resources at its command. 
Potenti . —— power rather than immediate “ assets’ to back an advance 

ay be the | etter security in the longrun. It would be folly to limit advances 
in any : direction by relation to the borrower’s own capital. If the question 
of parti Selgaticn 1 in management arises, then the Corporation should set about 
taking up that participation. Post-war capital needs will be substantially 
in excess of the readily available monetary resources readily available in the 
past ; the process of replacement of stocks and plants, and the provision of 
new plant and so on might well be slow, and because of that it might not 
be expected that the new company will do any appreciable volume of business 
for the first year or so. But we are in need of every conceivable device to 
assist 1 sp pene Ny, post-war industry and promoting full employment, and, 

- the scale of operation of the com] pany proves to be large or small, 
it must necessarily be positive. The ‘ “risk ’ ’—or apparent risk of today may 
be the winner of tomorrow. 

It may be that the Industrial and Commercial Finance Corporation is 
having its teething trou ibles and that the management has done little more 
than ‘‘ feel its way’’ so far. It would be as well, however, if it made its 
functions more widely known as soon as it is able to cope with more than the 
existing substantial volume. Meantime, intending applicé ints should, in the 
first instance, give a clear statement of the amount they require and outline 
the purposes for which the money is needed. The existing capitalization— 
if any tog ther with its financial record and prospects should also be set out. 
Here, be it noted, is an implication that only concerns already established 
need penthcg but it must be assumed that the management will not refuse to 
entertain new ventures and exercise their discretion. There is no maximum 
period of time laid down for the currency of the accommodation provided ; 
obviously, everything depends on the character of the financing sought and 
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provided. If, however, the Corporation is meant to handle business which 
lies beyond the pale of the banks it would seem as if it will need to take upon 
itself the mantle of the banque d’affaires of the Continent. 


Negati 1 
egative Inflation 
By Paul Einzig 

E are accustomed to think of inflation in terms of an expansion of 
W currency, credit, or purchasing power. Little attention has been 

paid so far to anotber type of inflation, brought about by a decline 
in the volume of goods and services instead of an increase in the volume of 
means with which those goods and services can be purchased. While expan- 
sion of purchasing power is inflation in a positive sense, contraction of the 
volume of goods and services on which the purchasing power can be exercized 
is inflation in a negative sense. Or we may describe an expansion of purchasing 
power, with the volume of goods and services remaining unchanged, as absolute 
inflation, and a contraction in the volume of goods and services, with the 
volume of purchasing power remaining unchanged, as relative inflation. 

It is not the absolute volume of purchasing power that matters, but the 
relation between it and the volume of goods and services available. This 
fact may seem to us elementary ; yet it was overlooked until quite recently 
by the majority of economists, who refused to admit that if an expansion 
of purchasing power is accompanied by a corresponding expansion in the 
volume of goods and services, then there is no inflation in the true sense of 
the term. Failure to realize this was responsible tor the stubborn opposition 
even to a moderate credit expansion at the time when, owing to the existence 
of under-employment, it would have increased the volume of goods as well 
as the volume of purchasing power. All this is now past history, and even 
though the conception which regards inflation from a purely technical, one- 
sided angle is not quite dead it has lost its power, in this country at any rate, 
to influence monetary policy. Nevertheless, it is not superfluous to draw 
attention to the subject at this stage, for, because the possibility of a negative 
or relative inflation is not adequately realized, there is a strong likelihood 
that many countries will adopt a mistaken monetary solution. 

The inflation witnessed p aide and after the first world war and during 
and after the second world war was a combination of positive or absolute 
inflation and negative or relative inflation. The difference between the two 
e = riences was that in the second world war inflation was to a larger extent 

egative than inthe first world war. The degree to which inflation was 
positive or negative varied widely, of course, from country to country. 
Ge nerally speaking, however, it is true to say that, apart from the e itly phase 
of the Soviet régime in Russia and the brief phase of the Soviet régime in 
Hungary, at no time during and after the first world war was the volume 
of goods so depleted as it has been in most European belligerent countries 
during and after the second world war. A much larger percentage of pro- 
ductive capacity was mobilized in the service of the war after 1939 than 
ifter 1914. And in 1918 the productive capacity of victor and vanquished 
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was not nearly as gravely impaired as in 1945. Even if there had been no 

positive inflation at all, the existence and the extent of negative inflation 
would have been sufficient to bring about an appreciable increase of prices. 
As it was, the effect of positive inflation tended to become heavily accentuated 
by the existence of negative inflation. 

Moreover, the field on which positive inflation was able to produce its 
effects has become drastically reduced by rationing and price control. And 
the effect of price controls—even if they are only partly effective—is 
that the bulk of the increase in purchasing power is exercized on only part 
of the volume of purchasable goods and services. The prices of primary 
necessities have been prevented from rising in accordance with the expansion 
of purchasing power. Consequently, a larger part of the inflated purchasing 
power has become available for buying “ uncontrolled ”’ goods, or for illicit 
purchases of ‘‘ controlled ” goods in the black market. Hence the spectacular 
rise in the prices of such goods. 

In many continental countries the black market has assumed such pro- 
portions that the prices in it are considered more important than official 
prices. The degree of the depreciation of the national currencies is often 
judged by the level of black market prices. And there is in every country 
strong pressure on the Government to adjust the exchange value of the 
currency to that level, or, alternatively, to enforce deflation in order to bring 
down the black market prices to a level corresponding to the exchange value 
of the national currency. Both suggestions are based on ignorance of the 
true nature of the inflation responsible for the high level of prices. The 
situation is viewed entirely from a monetary angle, and the remedy is sought 
entirely in monetary measures. 

Adequate realization of the fact that we are confronted with a negative 
inflation should go a long way towards leading to the correct solution. The 
rise in prices is due only in part to the expansion of purchasing power repre- 
sented by the vast amount of notes in circulation and bank deposits out- 
standing. It is largely—and in some instances probably mainly—due to 
the contraction in the volume of goods and services available. If it were 
possible to restore this volume to its pre-war level, prices would fall heavily 
even if the volume of purchasing power were maintained at its present level. 
And sooner or later production is bound to come into its stride, and the volume 
of goods and services will be restored. This means that, should the currencies 
in question be devalued in accordance with the present price levels, then 
they are likely to become heavily undervalued as soon as production has 
become once more normal]. And should the volume of purchasing power be 
reduced at the cost of drastic and painful deflationary efforts, sufficiently 
to adjust the price level to the present exchange rate of the currency, then 
a subsequent increase in production would lead to a further fall of prices and 
the currency concerned would become internationally undervalued. 

The correct solution would be to mark time until the supply position 
becomes less abnormal. It is, of course, possible that, should the process be 
very long, the high level of prices will force up wages to such an extent that 
full 1 readjustment becomes impossible. It would therefore be unsafe to be 
too dogmatic about the matter. On the other hand, it would be a mistake 
to ignore or to under-rate the existence of a negative inflation and to treat 
the situation as if it were due solely to an expansion of purchasing power. 
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The Bank of Scotland’s 250th 


Anniversary 
By C. A. Malcolm 


(Librarian, Signet Library, Edinburgh) 

HE Bank of Scotland, oldest of Scottish Banks, attained its 250th 

anniversary on July 17, 1945. The idea of having a Bank for Scotland 

originated in London, where certain Scottish merchants who wer 
impressed by the potentialities of the one-year-old Bank of England sought 
the aid of an English friend—John Holland, an expert in the money market 
and in framing commercial deeds—to draw up Articles suitable for the pro- 
jected bank. No time was lost; the Articles were sent to merchant friends 
in Edinburgh, who prepared a Petition or Bill which the Scots Parliament 
approved and passed on July 17, 1695. Designed to advance the trade and 
industry of the country, the “ Governor and Company of the Bank of Scotland ”’ 
were authorized to have a capital of {100,000 sterling, of which one-third 
was to be raised in England. The management was to consist of a Governer, 
a Deputy Governor and 24 directors, of whom 12 were to be “ English.” 
The bank was to have a monopoly of business for 21 years. 

Early in 1696, the bank began business. It had an office in Edinburgh 
and another in London. In what part of the city the London office was 
we do not know, for the minutes, cash books and ledgers used by its small 
staff have long ago disappeared. The London directors seem to have lost 
their interest in the bank before 1700, and in 1703 the office was closed. In 
Edinburgh the directors, under the guidance of Holland, who had been elected 
Governor, were busy granting loans and discounting bills until June 1696, 
when they became alarmed. The Darien Company, which had been formed 
as a company “ trading in Africa and the Indies,” had, in violation of the 
bank’s privilege of monopoly, opened its own bank. Fearing complete 
failure, the Bank of Scotland directors curtailed their loans, requested 
immediate payment of debts, reduced their own fees and the salaries of officials 
and closed the four country branches which they had opened in Glasgow, 
Aberdeen, Dundee and Montrose. 

Legal proceedings against the Darien Company for infringement of the 
Bank’s right of monopoly were deemed unlikely to serve any good purpose, 
for the Darien Company was by far the more popular in the community. 
Holland counselled patience, and in due course what he foresaw came to pass. 
The Darien Company Bank, badly managed, failed, and the Bank of Scotland, 
much relieved, restored their “ cuts,’ but did not re-open their branches. 

Misfortunes alternated with success in the early eighteenth century. In 
February 1700 the bank premises, along with the entire east side of Parliament 
Close, were destroyed by fire. Except for the building, the bank had lost 
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nothing—its cash ledgers and securities being rescued. New quarters were 
quickly obtained in an alley off the Lawnmarket, and in 1704 the directors 
were gratified to find that everywhere the public were delighted with the 
{1 notes which had been introduced and circulated. Before the close of the 
year, however, there came a rumour that Government were about to raise 
the value of certain silver coins. This caused hundreds of note-holders to 
hurry to the bank requesting cash for their notes. The cash being soon 
se disappointed note-holders were told they would later receive 

sh payment with interest from the dat2 of stoppage to the day when cash 
was available. 

That promise, together with a favourable report by the Government, 
satisfied the public and saved the credit of the bank. Three years later the 
Commissioners of the Treaty of Union required the coinage of Scotlard to 
conform with that of England. As Scotland had been wont to circulate 
not only its own rich variety but a large assortment of Dutch and French, 
as well as English coins, the bank officials felt it incumbent to undet take 
the onerous task of collecting the prescribed money and having it melted 
and recoined in the Scottish Mint in the Cowgate. Their two-and-a-half 
vears’ labour which had been accomplished with much expense was, be it 
said, neither rewarded nor acknowledged by the Government. 

The smooth running of the bank was interrupted at various times by 
external forces. There was the “ Rising” of 1715 which, though it proved 
futile, sent timorous note-holders to the bank demanding cash. As there 
was not enough to meet all the demands, the late-comers were, as those in 
1704 had been, promised payment with interest at an early date. The more 
serious threat by the Jacobites of 1745 produced other results: the presence 
of Prince Charles Edward and his army in Edinburgh necessitated the removal 
of the bank’s money, bills and securities to the Castle and the closing of the 
bank for eight weeks. From that setback the bank quickly recovered ; 
the large number of new industries that sprang into being in different districts 
of Scotland soon after 1745 brought traders to the bank for cash credits to 
enable them to finance their respective concerns. 

The number otf these traders would have been much larger had the bank 
had branches in the busy provincial towns. Why no attempt was made to 
open one in Glasgow, where several industries and a large shipping trade with 
America were conducing to make Glasgow the richest of Scottish burghs, 
it is hard to say. That question was probably frequently asked in 1750, 
when the golden opportunity was seized by several Glasgow merchants. 
What made /heiy capture more galling was the fact that the inception of 
‘The Ship ”’ Bank was due to the loan of £10,000 by the Bank of Scotland, 
who were assured that the borrowers would “ befriend ” the Bank of Scotland, 
which its directo.s interpreted as a promise to circulate its notes. Instead 
of that the Glasgow men were issuing notes of their own and doing excellently. 

About the same time another company had opened their ‘‘ Glasgow Arms ” 
Bank with money advanced by the Royal Bank, who were equally unaware 
that it was to be used for a note-issuing bank. When the Edinburgh banks 
realized the facts they concerted measures for having the newcomers to stop 
the issue of their notes. They failed, but did not abandon the idea of ending 
the activities of the rivals. Meanwhile an important step was taken: the 
Bank of Scotland and the Royal signed a “ bond of friendship,’’ by which 
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they bound themselves to support each other. Thus closed the feud which 
their predecessors of 1727 had begun. 

Five years later they resumed their “ offensive” against the Glasgow 
banks, hoping to make them “ weary of the banking trade ” and so give it 
up. The means by which that was to be accomplished was the repeated 
visits of an agent who would present large bundles of the rivals’ notes in 
exchange for cash. The agent selected was not a match for the tellers, who, 
understanding the object, took an unholy delight in keeping him waiting 
while they sought for sixpences, which they counted slowly and re-c counted 
still more slowly before handing them over. A lawsuit brought by the 
aggrieved agent did not help and the Edinburgh banks were constrained to 
leave Glasgow alore. 

The Ship and the Glasgow Arms Banks were sound and well-managed. 
Unlike them were the country bssamae that were appearing in different districts 
managed by local mere hi ints, generally with insufficient reserves, and issuing 
notes for trifling sums “ payz ‘ble on demand or six months after date in the 
option of the Bank.’’ The number of these banks, having the effect of driving 
gold and silver money from the country, distressed the Bank of Scotland, 
which had frequently to send to London for fresh supplies ot cash, which 
meant a considerable outlay of money. Meetings of public bodies were held 
and resolutions carried to have an end put to the country banks. The Bank 
of Scotland was among those who promoted the Bill to Parliament for the 
abolition of the Optional Clause, with, however, a saving clause in its favour 
and in favour of the Royal Bank. The Bill was passed, but with no exceptions. 
The Act of 1765 made the Optional Clause illegal. 

By 1774, gold and silver money were abundant and the bank, having 
added considerably to its revenue, obtained from Parliament permission to 
increase its capital from £100,000 to £200,000. In the same year it established 
branches in Dumfries and Kelso, both busy market towns. Success attended 
each and in the following year Ayr, Kilmarnock and Inverness had each a 
branch. Before the close of the century there was a branch as far north 
as Thurso and another as far south as Wigtown. 

Though the expenses were far from light in maintaining these branches, 
in keeping them supplied with cash which clerks from the Head Office, armed 
with pistol and ammunition, took with them in stage coach and mail coach, 
the vast majority were profit-producers. Those that were not were closed. 
Their development was continued in the 19th and 2oth centuries until about 
200 were giving service in Scotland. For many years no effort was made 
to revive the London office, which had been closed in 1703, its place being 
taken by London agents. But in 1867, when banking had become 
revolutionized, the directors opened an office in Old Broad Street from which 
the staff removed in 1875 to Lothbury. The premises there becoming too 
congested for the increasing business a site was secured in 1894 in Bishopsgate 
for a large building worthy of the bank, which it still occupies. In addition 
to this London office, which was built and opened in 1896 for foreign exchange 
transactions, as well as ordinary business, a branch was opened at Piccadilly 
In 1929 

The bank had prospered. Its capital, which had remained unchanged 
from 1804 to 1873, was then increased to £1,250,000, and in 1920 the directors 


J? 


were authorized to raise it to £4,500,000, of which £2,400,0co0 has been issued 
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fully paid. From a bank which had started with only the right to lend money 
and to discount bills, it was now permitted to engage in every branch of 
banking and beyond that, to carry on any kind of business which it might 
acquire from its debtors or its customers ; to build railways, harbours and 
other forms of public undertakings ; to establish branches overseas ; and to 
perform duties which widened the scope of the Bank’s general business. 
In the crises of 1772, 1793, 1797, 1825-6, 1837, 1847 and 1857 the bank, itself 
unscathed, had rendered aid to less fortunate banks. Later still the Central 
Bank and the Caledonian, after receiving help, asked to be absorbed by the 
bank, which was done in 1868 and 1907 respectively. 

The staff in 1696 numbered seven; in 1939 it was 1,297. Several are 
the sons and grandsons of former officials of the bank. There is one officer 
whose forebears in the bank’s service may be regularly traced to 1785. His 
is probably a record for continuous service by members of one family. The 
next in length of service is held by two brothers, joint agents of one of the 
border town branches, in whose family that agency has "boon held without 
break since 1809. 

In the War of 1914-18, in which every eligible clerk took part, 87 were 
killed in action. In the war just ended, 702 members of the staff played 
their part either in the fighting forces or in other departments of national 
service, and 45 were killed. The Bank has been an important factor in the 
advancement of the trade and industry of the nation and in its social and 
economic welfare, thus justifying its old motto: Tanto uberior. 


Reconstruction of Scottish Industry 
By R. A. Maclean 


Regional Controller (Scotland), Board of Trade. 

N the ‘thirties the belief was prevalent, even amongst those who should 

have known better, that workers traditionally attached to the heavy 

industries could not switch over and compete efficiently with those 
accustomed to the lighter industries. Whatever else the war has done 
it has disproved that belief, and almost all the light engineering firms 
which for one reason or another have opened production units in Scotland 
during the war speak of the high quality and high output of their Scottish 
units. Indeed, several of those firms have gone so far as to say that they 
consider the Scottish workers, both men and women, to be superior in per- 
formance to those in the South, and that this is supported by Scottish pro- 
duction costs being lower. Some of these firms intend to continue their 
Scottish units post-war, and a not insignificant permanent net gain to Scottish 
employment will result. 

On the other hand, the number of such enterprises is not sufficient to 
absorb the trained workers now being released from war production and 
from the Forces, and new factories are required. Unfortunately, most of 
the wartime industrial building in Scotland was of a type which does not 
readily Iend itself to normal peacetime production. To take an extreme 
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case, an explosive factory would normally be sited in a remote district, so 
that if by reason of enemy attack or other cause a major explosion did take 
place, the minimum amount of life and property would be lost. For similar 
reasons, the buildings are generally made to house only a few workers, and 
are spread at considerable distances over a wide area. In such places, workers 
require to have special travelling facilities, and the time spent in travelling 
between home and work, although rendered necessary by the strategic con- 
siderations of war, cannot be deemed satisfactory by peacetime standards. 
A considerable amount of wartime industrial building in Scotland being of 
this type, Scotland still remains seriously short of factory premises to employ 
her people. 

Foreseeing this danger, provision was made in the Distribution of Industry 
Act for special consideration to be given to the Development Areas, the 
largest of these four areas being the Scottish Development Area. This 
embraces the middle belt of Scotland, excluding the more generally prosperous 
capital of Edinburgh, but including Dundee. Under this Act, industrialists 
are required to notify the Board of Trade of any new factories which they 
propose to erect, and the Board of Trade have set up an expert organization, 
centralized in London, but with considerable responsibilities delegated to 
their Controllers in the Regions. As a result of these measures and the fact 
that building priority can be offered in the Development Areas, a substantial 
flow of new industry is coming to Scotland. In some cases the building is 
being financed by the incoming firm, the only help sought from the Govern- 
ment being assistance in the selection of the site, the supplying of particulars 
of power costs, local rates and the like, and, finally, the granting of priority 
to enable the factory to be built. Other industrialists, especially smaller 
firms, which are expanding, and which for one reason or another do not have 
substantial reserves of capital, are more anxious to lease buildings. To cater 
for such firms the Government, through the medium of the Treasury, has 
financed Scottish Industrial Estates, Ltd., and is developing further industrial 
estates on a far-reaching basis throughout the Scottish Development Area. 
lhe sites selected have to be approved not only by the ditferent official interests 
but also by the practical business men on the board of Scottish Industrial 
Estates, who are fully alive to the practical aspect of siting a factory; that 
is, they are able to assess what might be called the advertising value of 
the site, its proximity to sources of raw materials, and to markets for the 
sale of products. 

By this means, the general policy of encouraging industry in the Scottish 
Development Area is being put into effect. . No industry is being encouraged 
to set up under conditions that would prevent it from becoming competitively 


efficient. The erection of approximately 80 new production units of sub- 
stantial size, in addition to several hundreds of smaller schemes, either privately 
or Treasury financed, has already been agreed, and many of these factories 


are now being built. Additional proposals continue to come forward, and a 
flow of new industry into Scotland is being experienced on a scale which has 
certainly not existed hitherto in the present century. A gratifying feature 
of these new units is the very large proportion which will be devoted to the 
production of consumer goods as distinct from the almost monotonous con- 
centration on the heavier industries which existed previously. 


A point which has interested many business men, especially those who 
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come from the South, is the size of the distributors’ market in Scotland, 
which has its centre in Glasgow. By far the largest industry in Glasgow in 
terms of employment is the distributive industry, the numbers so employed 
in Glasgow considerably exceeding the combined total of those engaged in 
shipbuilding, iron and steel, marine and general engineering. This surprises 
many people who may have considered Glasgow to be an industrial city 
dominated by the ring of hammers in its shipyards or the roar of its heavy 
engineering shops. The distributing organizations existing in Glasgow supply 
in large part the whole of Scotland. In addition, it is estimated that approxi- 
mately one half of the general purchases of a town so far removed as Newcastle 
are supplied through Glasgow houses. The North of Ireland market is also 
largely supplied from Glasgow, and possibly by reason of their extensive con- 
ections in the North of Ireland many Glasgow distributing firms have a 
large turnover in Eire. It is not an exaggeration to say that Glasgow is the 
distributive centre for a population of between six and seven million persons, 
and by reason of its geographical position it is hardly likely that the pre- 
dominance of Glasgow can be seriously challenged in the markets which it 
supplies. It is now being increasingly realized that much of what Glasgow 
und the West of Scotland distribute to this substantial population is manu- 
factured outside Scotland. Many firms seeking to expand in Scotland in 
anticipation of an increased post-war demand for their products are influenced 
by this knowledge. They recognize that the setting up of a manufacturing 
unit in the Scottish Development Area will bring them much closer to those 
who buy and distribute their products, and that the capture of the Scottish 
market is something very much worth while. 

The economic future of Scotland does not lie wholly with the new industries 
which can be attracted to settle there. The White Paper on Employment 
Policy presented by the Minister of Reconstruction to Parliament in May 
1944 made it quite clear that the first line of attack on the problem of un- 
employment must be to promote the prosperity of existing industry. An 
opportunity is taken of emphasizing this point as many people assume that 
the hope of the future lies wholly with new enterprises. Such people fail 
to realize that it is to the existing industries that by far the majority of people, 
even in Development Areas, must turn for employment. During the war, 
Scotland’s heavy industries have been working at a high level of output, 
and while the plant of many of these firms may need overhauling, there seems 
little reason to doubt that the steel, engineering, and shipbuilding industries 
are fully alive to the problems of the future, and are, on the whole, capable 
of meeting them. The outlook for these industries is, in the main, encouraging. 

A different state of affairs exists in the concentrated industries. Many of 
Scotland’s industries, like those in the rest of the country, were severely 
concentrated ; in the national interest their skilled operatives were trans- 
ferred to war work, and factories formerly engaged on peacetime pursuits 
were occupied by Government-sponsored firms for the production of munitions 
of war, or in some cases for the storage of vital supplies. It is estimated that 
about three hundred Scottish firms were affected by concentration. The 
restoration of these firms to normal production as soon as possible is deemed 
essential to the industrial wellbeing of Scotland. 

Most raw materials are in fair supply. In the textile trades there are 
ample stocks of wool, jute and cotton. As spinning production increases 
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and yarns become available, the hosiery, tweed, jute, carpet, linoleum and 
lace industries should be able to re-establish themselves in both their home 
and export markets. Factories must also be made available and high priority 
must be given to the clearance of Government-owned plant, machinery and 
stores from the premises of these concentrated firms. It is a commendable 
desire to urge the disposal of surplus plant and stores in an orderly fashion 
to ensure that the best possible use is made of them, and that they are sold 
for as near their real value as possible. It would, however, be tragic if this 
policy were allowed to interfere with the quick and orderly clearing of pro- 
duction premises. The loss to the country by failing to provide employment, 
and by delaying th production of goods in almost starvation demand both 
at home and overseas, might greatly outweigh the advantages gained, however 
excellent the system of surplus equipment disposal may be “of itself. For- 
tunately, this is realized by the Government and pressure is being brought to 
bear in the right quarters to ensure the rapid clearance of premises. 

In sum, the prospects for Scotland, as a whole, are relatively good. New 
industry is coming in a steady flow; the munitions industries are in the 
main well-equipped for their peacetime tasks, and the managements of the 
concentrated firms are practically without exception setting about the re- 
habilitation of their firms with determination and vigour. The next five 
years will be very interesting ones indeed for the student of economic affairs, 
and it must be a very long time since Scotland could look forward to a period 
of industrial expansion equal to that which confronts her today. 


Shipbuilding in Scotland 
By Wm. Irvin 


T is not too much to say that wonders were accomplished by the twenty- 
| sine shipbuilding yards in Scotland during the period of the war. Little 
by little, as security curtains are lifted, their records of achievement are 
being revealed. The full story will be told as staffs become available to 
compile the statistics and make them available for publication, but the broad 
facts are sufficiently impressive. From the outbreak of war to the end of 
August 1945 these 29 shipyards launched a total of 486 merchant vessels, 
aggregating 2,293,000 gross tons. Clyde yards turned out 328 vessels of 
1,745,000 gross tons, and the seven yards on the East Coast produced 158 
vessels of 545,000 gross tons. 
Large contributions to these totals were made by the following firms, 
whose merchant ship output is shown from September 3, 1939, to the end of 


August 1945: Gross 
Vessels Tons 
Lithgows, Ltd., Port-Glasgow .. a ‘ ee i 84 543,904 
Burntisland Shipbuilding Co., Ltd., Burntisland in ia 60 271,183 
Caledon Shipbuilding & Engineering Co., Ltd., Dundee oe 33 22 3,797 
Barclay, Curle & Co., Ltd., Glasgow es “4 = a 27 
Harland & Wolff, Ltd., Glasgow - Seri oa me 30 
Greenock Dockyard Co., Ltd., Greenock a aa ic 18 
C. Connell & Co., Glasgow oe — a 21 
Blythswood Shipbuilding Co., Ltd., Glasgow j ; 21 
W. Hamilton & Co., Ltd., Port-Glasgow 
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It should be stressed that these figures relate only to merchant vessels. 
Naval tonnage is another item, and as 70 per cent. of the British shipyard 
effort was devoted to warship work, a very important item. In the Clyde 
records, for instance, two shipyards are excluded—those of Scotts’ Ship- 
building and Engineering Co., Ltd., at Greenock, and Yarrow & Co., Ltd., 
Scotstoun—because they were engaged solely on naval work. The Greenock 
firm, up to the time of writing, has not disclosed its output, but Yarrow & Co. 
had completed 27 vessels by June 1944, comprising fifteen destroyers, eight 
sloops, and four gunboats, as well as providing the propelling machinery for 
vessels built elsewhere, and boilers for other ships. 

So far as the available statistics go, John Brown & Co., Clydebank, have 
been credited in wartime with building two merchant ships of 30,145 gross 
tons. But it is well known that the Clydebank firm, under the stress of war 
conditions, completed the Queen Elizabeth, launched and completed the 
battleship H.M.S. Duke of York, the flagship in the Pacific, and the aircraft- 
carrier H.M.S. Indefatigable ; and launched the battleship H.M.S. Vanguard. 
In point of fact, John Brown & Co. turned out a total of 58 ships, including 
those launched prior to the end of hostilities in Europe sal now fitting-out. 
These 58 ships had a displacement of approximately one-third of a million 
tons, and machinery, all built at the Clydebank works, of approximately 
two million horse-power. 

The Paisley firm of Fleming & Ferguson was given in the list of merchant 
tonnage as turning out six vessels of 4,304 gross tons. Actually the firm 
built 42 ships of 35,923 gross tons, including nine “ Flower ”’ class corvettes, 
two “‘ Castle’ class corvettes, five “‘ River’ class frigates, one ‘‘ Algerine ’ 
class minesweeper, and trawlers, tugs, barges, rescue ships, dredgers, and 
floating crane steamers. 

In all, 3,825 jobs of shipbuilding, ship repairing, engineering and con- 
version for the " bdenieadiy, Ministry of War Transport, and private owners 
were carried out in the war years by the Ardrossan Dockfard. In the merchant 
ship list this firm was shown as launching eight vessels of 7,702 gross tons, 
but their total output was 25 ships, including II minesweeping trawlers and 
four boom defence vessels for the Admiralty, and two vessels for the Ministry 
of War Transport. 

A better idea of the Clyde’s great wartime contribution to the British 
fighting fleet was given by Vice-Admiral Sir James A. G. Troup, the District 
ga Controller, in a statement which showed that up to August 15 last, 

the 37 main contracting shipbuilding and engineering firms in the area built, 
converted, or re paired 25,731 naval and merchant vessels. Included in that 
six-year programme was the building of some 1,550 naval vessels, including 
two battleships, four aircraft carriers and ten cruisers. 

One instance from the East Coast will serve to show that the full story 
has not been told. Henry Robb, of Leith, were given in the launching list 
as producing some eight vessels, of just over 6,000 gross tons. Throughout 
the war, however, this firm completed a new ship every six weeks and repaired 
four ships every three days. A vessel launched this autumn was the 42nd 
ship built by the firm since the outbreak of war for the Royal Navy ya the 
Royal New Zealand Navy, and, in addition 12 merchant ships had been 
built, and repairs made on more than 2,500 vessels. 
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Between September 1939 and the end of 1943, a total of 2,921 British 
merchant ships of 11,643,000 gross tons, were lost by enemy action. To 
replace these very heavy war losses, and to make good the ships which have 
become obsolete in the intervening six years, it seems that British companies 
would need nearly 3,000 merchant ships, aggreg: gating about ten million gross 
tons, to get back to the 1939 standard. A re sbuilc ling programme of those 
dimensions would provide five years of steady work ‘tor British shipyards. 
Hence the confident predictions that Scottish shipyards, from which about 
40 per cent. of the British production is turned out, will be busy for that time, 
though in view of the expansion in the American merchant marine in particular 
it does not, of course, follow that new ships will be required on quite this scale, 

Already, however, there are big orders on hand in Scotland. On the 
Clyde the Cunard-White Star Line have placed contracts for a 30,000 tons 
liner. Canadian Pacific Steamships have four large cargo vessels under 
construction, and are in the market for up to Io ‘other vessels, including 
important liners. The Anchor Line, the Clan Line, the Peninsular & Oriental 
Steam Navigation Co., Ellerman Lines, the Brit ish India Steam Navigation 
a Alfred Holt & Co., the China Navigation Co., the Southern Railway 

, Elders & Fyfies Ltd., the oil-carrying companies and other cargo-carrying 

compan ies have all pl iced orders to the tune of more than 50 vessels of not 
far short of 400,000 gross tons. All the East Coast yards he ive important 
work in hand, ranging from tugs and trawlers to high-class cargo liners. 
Some firms, it is said, have been compelled to turn down canna, 

There may be benefit to the Scottish shipbuilders from the Potsdam 
decision to deprive Germany of her capacity to build ships. In 1938 the 25 
yerman yards turned out t nearly 200 ships, of just over half a million gross 
tons, and the Deutsche Werft at Hamburg, with 17 vessels of 149,720 gross, 
had the highest tonnage launched by one establishment in the world in that 
year. Presumably Japan, too, will be deprived of her power to build ships, 
and in 1937 she built 317 vessels of 534,764 gross tons, one of her shipbuilding 
concerns that year having the world re ceed The Japanese vessels, however, 
were all for home owners. Nevertheless, the fact is that shipyards capable 
of producing 1,000,000 gross tons of shipbuilding will not be available for 
competition and some time must elapse before the shipyards of Italy, France, 
Holland, Norway and Denmark will be able to build ships even for the home 

market. 

On the other hand, it is difficult indeed to prophesy what may be in store 
for Scottish shipbuilding after the initial rebuilding rush has lost its momentum. 
Since 1913, the history of the industry has been one of violent fluctuations, 
while the cost of a tramp vessel of 10,000 tons has fluctuated between £300,000 
in 191g and £55,000 in 1931, rising from £100,000 in 1937 to £230,000 at the 
present time. Such fluctuations may well cause a shipowner to hesitate in 
placing contracts, though the wartime rise does not appear absolutely out of 
proportion to the os in the purchasing power of money generally and 
the prospective level of freight rates. There is the consideration, too, that 
large quantities of ie American shipping may be released at favourable 
prices. Nor do we yet know what is to be the future of the 1,375,000 gross 
tons of German shipping being taken over by the Allies. A plan by which 
Admiralty and merchant shipbuilding programmes would follow each other 
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instead of competing would be a step towards giving fuller employment in the 
shipyards, and Scottish shipbuilders are alive to the necessity of evolving 
some system which would substitute an even flow of orders for the booms and 
slumps of the past. 


Scottish Banking 1944-45 
By F. W. Forge 


NDER a wartime regime, the amount and distribution of the assets 
Us the banks is largely a matter of Government policy, conditioned 

by the liquidity preference of the public. That is to say, what the 
Government does not obtain from the taxation and savings of the public 
it must get, by and large, by the issue of securities to the banks. In these 
circumstances, there is no reason’ to expect any difference in the overall 
picture presented by the figures of the Scottish banks from that disclosed 
by the English ones. Any differences will be due to some diversity of practice 
between the two sections, either wholly past or still persisting, or to the fact 
that the mobilization of Scotland for the war effort has differed from that 
of England. 

Dealing, first, with the actual figures of Scottish banks, the difficulties 
of a straight comparison remain the same, namely, the fact that the accounts 
of the eight banks appear over a period of some 44 months, ending this time 
inearly April. The aggregate of these figures is compared, for the purpose 
of the following comments, with the position as at December 31 for the eleven 
London clearing banks. This is, probably, the best that can be done, although 
a weighted average of the Scottish figures would suggest a date some time 
in November. On this basis, the first thing to note is that the deposits north 
of the border have risen by less than 10 per cent. over the year, whereas south 
of it the rise is almost 12} per cent. Here is a slight further justification 
for the contention that the tendency for British industry to be concentrated 
into relatively few hands means that purely Scottish enterprise is tending 
to become relatively less important than it was. 

Changes in the note issue of the Scottish banks have no very exact meaning 
in wartime, owing to the fluctuations in the number of troops present in the 
country and the fact that many of them are, or may be, paid in Bank of 
England notes. For what it is worth, the rise of rather over 10 per cent. 
is approximately equal to that in Bank of England notes over the year 1944, 
but both these are substantially less than the expansion in the estimated 
money circulation for the whole country, which exceeded 15 per cent. During 
the year now current the position has been further complic ated by the fact 
that provisions of the Currency and Bank Notes Act (1928), in so far as they 
refer to the cover for the Scottish bank note issue, are once more fully operative. 
The effect of this is that the cover, which is to be held in Bank of England 
notes and silver, must once more be held at not more than two offices of each 
of the banks, whereas between October 7, 1940, and May 9, 1945, it could be 
held at any office or all of them. The effect of the change will be that the 
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branch bank will do its best to avoid holding Bank of England notes and 
that there will be an increase in the transport of such notes to head office, 
and eventually to London, so long as substantial cash payments are effected 
in Scotland in English notes. 

During the year the Bank of Scotland has approved the issue of a {1 note 
of a new design and of a £5 note which, while similar in appearance to the 
existing one, will be of reduced size. The British Linen Bank, possibly to 
mark its approaching bicentenary, is also printing a new {£5 note, but in this 
case, too, the change is mainly a reduction in size, a movement in conformity 
with the general trend in cheques, bills and notes 

With a small addition to capital and reserves and a small decrease in 
acceptances, etc., the increase in deposits and notes gave the Scottish banks 
some {5 5 millions odd in very round figures to invest during the year. Ignoring 
small he unges, {19 millions of this has gone into T.D.R.s,a rather larger sum 
into investments and almost the whole of the remainder into cash, call money 
and transit items. It is in this distribution of the increase in funds that 
Scottish practice differs from English, but even in this field there is very little 
that is new. The differences have existed for many years. In pre-war 
days the Scottish banks had already gone much further than the English 
along the road towards concentration on holdings of longer dated Government 
stocks. Bill holdings had been very small, around 2} per cent. of deposits 
in pre-war days, and deposit receipts have proved little more popular north 
of the border than were bills. 

None the less, during the period under consideration, the percentage of 
total deposits held in T.D.R.s rose from 10.2 to 12.8 per cent., having fallen 
in the agree year ; but the corresponding figure for the English banks rose 
from 32.3 to 36.7 per cent. Meanwhile, for the first time since the early days 
of the war, the percentage held in investments declined, but the decline was 
only from 58.9 to 57.2 per cent. of deposits, whereas for England it was from 
28.6 to 25.6 per cent. The eme rgence of deposit receipts as a wartime method 
of finance has not prevented the Scottish banks from concentrating upon 
longer dated securities. Whereas in England the Government has to wait 
for a savings campaign to fund its issues of short-dated obligations, in Scotland 
the banks accept this responsibility for the authorities by the early conversion 
of deposit receipts. In Scotland the proportion of total deposits held directly 
in Government securities of three months’ date or longer increased on the 
year from 70.7 to 71.8 per cent. and in England from 64.2 to 65.5 per cent.- 
not a very ditiesent story. But in the latter period the proportion of this 
total held in forms other than bills or deposit receipts was only 39.1 per cent. 
in England, whereas in Scotland it was 79.4 per cent. 

From the standpoint of earning capacity, this heavy reliance on what 
are, presumably, longer dated gilt-edged should much more than offset the 
fact that the proportion of advances to deposits is consistently a shade lower 
north of the border than south of it, always assuming, of course, that there 
is no appreciable setback in the value of the longer dated holdings. It is 
not to be expected, however, that this effect would have any reflection in 
the published figures. These continue to expand year by year and the increase 
this year is above the average. It is, however, difficult to escape the con- 
clusion that the banks bring into their published figures only just enough to 
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cover dividends and the usual appropriations to reserves and carry-forward. 

If that be so, the exceptional rise this year can be accounted for by the 
fact that the Bank of Scotland decided to increase its distribution by one 
point, thus restoring it to the pre-war figure of 12 per cent. At the time 
this was done, it was stated to be due to the desire to mark in some tangible 
way the fact that the bank was about to celebrate its 250th anniversary. 
At the time, it was assumed that the step really represented a return to an 
established rate of dividend which had been cut in 1939 mainly because the 
declaration had to be made within a matter of days of the outbreak of war 
when the financial outlook was uncertain. This view is strengthened by the 
fact that the interim declaration has recently been increased to 6 per cent., 
which suggests a total of at least 12 per cent. for the year as a whole. About 
the time this article appears the Commercial Bank will be making its declara- 
tion for the year and it will be interesting to see whether this bask also restores 
its dividend to the pre-war level. As to the true profits of the Scottish banks, 
they have, presumably, moved parallel with those of the English banks. 
In Scotland, 1 per cent. was given on deposit receipts and 1} per cent. on savings 
accounts, while the charges, again in Scotland, range from 4 to 5 per ce a. 
None of these rates change d during the year, but there is no indication of 
a possible alteration in the spread of total ‘‘ deposits’’ between saving, 
current and deposit accounts proper. It seems evident, however, that the 
rise in real earnings, after deduction of interest paid, is substantially greater 
than that shown in disclosed net profit. In consequence of the cut in the 
I.D.R. rate and the adjustment of English short rates, the Scottish Banks 
now give only 4 per cent. on deposit accounts and savings accounts deposits 
over £500, while 4 per cent. is charged in London for loans against bills and 
3 per cent. against bonds. 

While the banks do not disclose the amount of savings accounts, it is clear 
that this form of investment is as popular in Scotland as ever. Without 
looking any further than the trustee savings banks there was an addition 
to total deposits of some £22? millions in the year ended November 20, 1944. 
[his was an increase of 13.4 per cent. compared with one of 16.3 per cent. 
for the whole country. It is to be noted that of twelve trustee savings banks 
with deposits of over £15 millions each, four are Scottish (those of Glasgow, 
Edinburgh, Aberdeen and Dundee). The following table shows the position 
of the Scottish trustee banks and of those of the whole country according 
to the last two annual statements available. 


TRUSTEE SAVINGS BANKS 
POSITION AS AT NOVEMBER 20 
No. of 


Accounts Deposits Surplus Total Funds 
f £ f 


“ a Lb 


Scotland 
1943... 1,585,880 168,863,248 ,120,384 173,984,132 


1944 .- * ee 1,649,413 191,554,443 »444,099 197,029,142 


United Kingdom 
1943 .- és én 5,078,256 508,260,514 13,628,348 521,888,862 


1944 -- . -+ $340,001 591,562,305 14,595,039 606,157,944 
So far as information is available, it appears that Scottish banks have, 
since the periods to which the figures refer, been subject to the same influences 





BANKER 














THE 


92 





gI 
oI 
gI 
9! 
SI 
9! 
Zi 
zI 


bt6 


No 


ms 


tH TS 


wo 











*y901S poreprjosuo’y ft *soreqs ..W.,4 


































































“SPUSPLAIP UO X¥} SepNpT] , 

























g°ZLo'r 1°266 9°906 1°16 ¥ zone S*s z*goz‘t g°rZr'€ €*6r't 
91 9! 91 gI €°zs o'oF gst ¢$°6¢S 6° btz Gzzz 1°C1z I | > 10 
91 g! g1 g! o’ftr g°tzr 6°Z11 6*gor ore Z°1kt 6S 6 ale] 
gI gI gI gI g°Zo1 +26 z°06 6°+6 gtzt bert +’ bof 
Q1 gI QI 91t o*Zqr1 o’fg!1 o'6Sr CoS: o* fof o*6CE £-ogt jeuc 
cr G1 C1 9I4 z‘9Q61 9°’ tor o’otr 6°11 Z°g0S 1‘°ZZv ¢ JulosewwM08 
91 gi gI 91 g'SzI g° Orr G*zir Z‘1t1 g' sz gor t ugul'y 
ZI ZI “I “I v°6L1 “121 1°Scr Zvi 6°106 z’b6g Z°zS¢ Z , jeAoy 
Ir It II zI c’cir R°OII I*9OI g°96 C*for Roget 9° bot Regt 213095 Jo yurg 
1 €b6r zbe6r 1661 gt6r vr6r £v61 evror gtor vor ¢r61 1b61 gt61 
% pueplAlg premio,y Ares) pue saasasayy Wd. 
(000,7) 
, r ~ 
SNOILLVIUdOUddV GNV SONINUVGA HSILLOOS 
*g£61 ul saouRApY JepunN papnyout sju sig 4 bb61—zt6r ut 6°SF pue gf6r ur 1'fF syueg pajeyyyy ul sfurpjoqereqs sepnporgq , 
eZ 0°92 z'9o£ L:h4 Z£°S1 5°62 z°61 €°1¢ b°ze 72s 6'gs o'Zs boS 9S * sytsodaq jo % 
% % x of of oo % % of oy o 07 
c6E wcZe €°Sbe v tre 9‘ 6gz £-Se 9°tg 6°98 g°RR z*Cor brort g°06z b°gSz 9°Stz ber 
€¢ £-of 9°Rz 9°9% 6°Lz C9 £*9 S*9 6°9 vs Z°9z o*bz I‘tz 2°61 C’oz pury[}oos Jo qWON 
t Ch A Rg gt 9°9ft Sze 9°6 1°6 ¢°6 v6 ‘tr 9st Gee €*6z z°lLz + : So y 
zy 9° 6E 6°SE £°St S*of 0°6 9° z°6 oe t S‘o1 Z°€¢ o'r L‘9% t o0'0t 
tr gst s°sy o'r LZ‘of £°6 I‘or Ze 6°6 1*2r 9° bt Zoe Cr1e I 9°! 
£9 S*09 Zzs 6°LY vcr o°6 £°6 9°6 o'o! cer Q's gos 1°¢t 6 6° ez yetos 
r z°gt o°CE zee g°1f QZ QZ £°4 £°s $’or g’zt vot i‘ €*1z usury 
zl o'o0£ $*99 €*19 9S g' sz vce €°Sz Lz oz 9°9F gtr zit o'o 
€¢ tot zor ¢‘1 ce 6°Z£ g°Z 9 1°6 £6 Q'S 9° ot g*of Z£°Sz [}O9S jo yueg 
61 €v6r zb6r 1h61 gt6r tr6r €t61 zbor 1b61 gt6r $rOr £v61 z gtor 
Te1oLl So. -APYV $}U2 }SGAU] 
(uoryrar F ut) 
7 ‘ Fr, ba r 
V SLNAW.LSAANI-SUANVA HSILLOO 
*gf61 ul saouURApY JepunN p de 
Ct S-1+ o'r z‘gt gle g'zI z‘or gor $°6 g‘I 9° I yz S‘o £'6e ggt z'le ose sjisodaq jo % 
bbz o Z°Sg1 + 6S1 £°6g $-69 SoS o'gt o'or ¢°6 g €°£ ¢ Z°So1 yor + 1 11 . 
QI Z ber €°cr 6°9 o't o'l o'r 1‘o 1’°o C-cr L tr S*s2 ‘tr g'9 
t ) rte tte 1°6 $°g o'g o's I°o g'o Q°1z 6°<£I ost z*SI C'g 
Iz t v'6r r°tr tg o"9 o's o'r €-1 gt s°s g*o +1 Z tr z°<1 L°6 C°Z 
z 1*9z ¢ zi g’tr C'g o'9 c°s I g°Oo 86gto oz vce €*61 eB t g‘It 
¢ t-6z 9 S-oz L‘or o'zl 0°6 oor o’o! I o'r 1‘o 6°0 g*oz b°61 ZI + g'6 
I + a 2 I Q° hr £11 ort g°I o'! 9°90 e g $°S!I G*tr z‘11 tr 
¢ Z°st Zit QLz z°61 $‘9 t zs g°z oe ¢ Lz ¢-Cz 6°1z { Z°c1 
gz 6'Lz Foz g‘oI ¢-¢ b< 9° g°o 69°00 6'1z c-6r I I 0'O! 
oI €or zhor 1v61 gt6r 61 I 1 zh6r rt6r gt6r bt6r b61 61 I gtor 
iq ’ T SIIYINOA | the) 
[230L AOU [yur red pu ) 





SLASSV GINOIT—-SANVA HSLLLOOS 








906.6 997.1 1,077.8 


7 


g3r.1 


3,171.8 


3,194 


* Includes tax on dividends. 


t Consolidated Stock. 


Shares. 


rea” 








SCOTTISH BANKING 1944-45 93 





as have the English. There is a tendency for Scottish industrialists to expect 
a decline in the relative prosperity of their area, and it does, of course, include 
one of those which the Distribution of Industry Act is designed to assist. 
There is, however, so far, no reflection of any adverse dev elopment in banking 
experience. It seems that there is some increase in the demand for advances 
which, presumably, arises out of the transition from Government orders to 
more normal methods of production and finance. 

In the historical field, the event of the year has been the 250th anniversary 
of the Bank of Scotland, discussed in another article. Otherwise, the events 
have been mainly of a melancholy nature. The Bank of Scotland suffered 
the loss of their Deputy Governor by the death of Lord Henry Scott, who 
has been succeeded by Mr. Wm. Whitelaw, while the Royal Bank suffered 
similarly from the de ‘ath of the Earl of Strathmore and Kinghorne. The 
new Earl has been elected to fill his place. The Royal also lost Sir William 
Whyte, former Cashier and General Manager, who had been appointed to 
the Board last year on his retirement from those offices. Sir William played 
a prominent part in the peaceful penetration of English banking, which the 
Royal Bank has practised between the two wars. In particular, it was under 
his regime that Glyn Mills was taken over. 

Among happier events, Lord Linlithgow has succeeded Mr. Stanley 
Christopherson on his retirement as director of the two banks affiliated to 
the Midland, the Clydesdale and the North of Scotland, while Mr. Hird has 
celebrated the 25th anniversary of his appointment as General Manager of 
the Union Bank of Scotland. 


SCOTTISH BANKS—LIABILITIES 


(in £ million) 


Banke Capital and Reserves Deposits Date of 
1938 194! 1942 1943 1944 1935 194I 1942 1943 1944 Accounts 
Bank of Scotland 4-7 re 4-7 4-7 4-8 37.9 50.6 60.8 62.2 71.8 28-2-45 
yal 8.1 8.6 8.6 8.6 8.6 69.9 82.0 89.2 95-3 104.0 14-10-44 
British Linen 3-9 3.9 3.9 3.9 3.9 36.5 40.5 44.2 49-5 54-9 15-1-45 
mmmercial 5.6 5.5 5.6 5.8 5-9 44.7 64.0 68.1 76.6 83.2 28-10-44 
National 3.6 3.7 Pe 3.7 3-7 38.3 50.8 55-7 60.6 64.7 I-11-44 
Union 3-4 3-5 3.5 3.6 °3.7 33.2 41.0 40.6 51.6 54-7 2-4-45 
ydesdale < ie 3.5 3.6 3.6 35.6 52.7 53-3 59.1 65.4 31-12-44 
North of Scotland 2.9 2.7 2.7 2.7 2.7 29.1 35.7 35.2 38.8 43-9 31-12-44 
3593 36.0 36.2 360.6 36.9 325.2 417.3 453.0 493-7 542.06 





Banke Notes Acceptances and Drafts 
1938 1941 1942 1943 1944 1938 1941 1942 1943 1944 
Bank of Scotland a4 5.9 o.# 9.0 10.0 4.8 5.4 4.1 4-7 3.8 
Royal 3 4.6 0.4 7.6 9.0 4.8 eT a3 4.2 4.3 
British Linen 2.7 4-3 5.7 6.5 7 1.5 1.8 2.3 3.7 1.8 
7 6.1 7.8 &.¢ 9.5 az 3.3 1.7 2.8 Sit 
2.9 §.3 6.9 5.2 9.1 3.1 2.9 2.4 2.2 2.3 
i 4.32 5.5 6.1 6.0 Oe 3.0 1.3 2.5 1.4 
lale ‘ 4-4 5.¢ 6.4 7.2 I 1.8 ia 0.8 0.7 
N hof§S and 3 3.6 4.3 4.€ —~ - 
23.7 35.4 49.4 57.0 63.2 2 5 20.1 17.0 19.9 16.7 
lotat Deposits gm. 542.6 Totat Notes £m. 63.2 
Increase over 1043 £m. 48.9 9.9 per cent. Increase over 1943 .. £m. 6.2 10.9 per cent. 
Increase Over 19038 4m. 217.4 = 66.8 per cent. Increase over 1938 £m. 39.5 = 166.7 per cent. 


Note—1938 is taken throughout as being the last normal year. 
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Scottish Trade and Industry 
By C. J. Shimmins 


HESE annual reviews have frequently referred to the overwhelming 

importance of the agricultural industry in Scotland. Since our last 

review Government policy has been clarified by the announcement in 
December 1944 regarding the methods of price fixing under the four-year 
plan, which continues until the summer of 1948. During that period it is 
planned gradually to expand the production of livestock, and livestock pro- 
ducts, and to reduce the wartime levels of certain crops for direct human 
consumption. To stimulate further increases in the production of milk, and 
the rearing of cattle and sheep for meat production, an assured market and 
guaranteed minimum prices have been provided for milk, fat cattle, sheep, 
lambs and calves produced during the four-year period. Prices have already 
been announced for crops from the 1945 and 1946 harvests; to take only 
one example as illustrating this trend of Government policy, it will be observed 
that in the case of barley there is no change in the guaranteed minimum 
price for millable barley in respect of the 1945 harve st, but in the 1946 harvest, 
the price will fall from gos. to 80s. a quarter. 

In June 1944 there were over 122,000 agricultural workers, as compared 
with over 104,000 in 1939, and the 1944 figures do not include members 
of the Women’s Land Army living in hostels or prisoners of war contained 
in camps. On the other hand, the tillage area was increased from 1,480,001 
acres in 1939 to as many as 2,113,864 for harvest in 1944, and it may well be 
asked how this outstanding achievement was accomplished in view of the 
labour difficulties. Briefly, the solution was found in mechanization on an 
extensive scale, a large increase in the employment of women, the utilization 
of large numbers of supplementary labour under the harvesting schemes 
and soldier labour for harvest work, increased use of casual workers and of 
prisoners of war, and finally in additional overtime by regular farm staffs 
and postponement of the retirement of older workers. 

The following table shows the total advances made by the eight Scottish 
banks to the industry. It will be observed that the downward trend 
advances was reversed by May 1944 and there has since been some further 
recovery. This is accounted for by the increased payments made in respect 
of taxation, and by the fact that the banks have probably financed an in- 
creasing number of farm purchases. 


SCOTTISH BANKS’ AGRICULTURAL ADVANCES 
To Live Stock As per cent. of 
May 28 To Farmers Salesmen Total 1938 

£'000 £’000 £’000 = 

1933 o« os ee 7,547 424 7,971 roo 
1939 o “a ie 8,215 441 8,656 109 
1940 . , ‘ 7,340 358 7,698 97 
1941 ‘ ‘a “a 6,023 163 6,136 78 
1942 ne = 5,400 180 5,640 71 
1943 - . . 5,404 23 5,520 69 
1944 o* o8 ‘ 6,002 127 6,129 77 
1945 nA ius a 7,012 175 7,187 90 
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In coal-mining, the downward trend in output continues. Three very 
important and illuminating reports have been issued during the year, and 
all of them are of vital importance to the future of the industry. These 
are Mr. Foot’s “‘ Plan for Coal,” the Reid Report, and a comprehensive review 
of the Scottish Coalfields Committee (Cmd. 6515). In the last mentioned 
a most depressing picture is painted of the Lanarkshire coalfield, where the 
output has fallen from 18 million tons in 1910 to 8} million tons in 1939. 
There is a danger that in a few years’ time this area, which before the last 
war was the Scottish “ black country,’’ may become derelict, and it is the 
home of many of the heavy industries. The Government is alive to the 
problem, and the county has been scheduled for the establishment of Govern- 
ment-sponsored Trading Estates. The bright spot in the future of the industry 
is in Fife, where new sinkings are being planned. It is also in this area that 
the most modern Scottish pit is situated—at Comrie near Dunfermline. 
Indeed, this is probably the most modern pit in the whole of Britain. 


In the iron and steel industry, the change over to peacetime production 
has caused a certain amount of unemployment, particularly among women. 
Most of the leading firms are assured of work for a long time to come, and 
one of them, Stewarts and Lloyds, has a large two-year contract for machinery 
and tubes. In the light castings industry in the Falkirk area, the outlook is 
very promising, in view of the immense housing programme. It is satis- 
factory to note that one firm has secured the entire order for the supply of 


heating appliances for the pre-fabricated houses being imported from the 
United States. 


In the fishing industry, the boom conditions which have become common- 
place in wartime have continued unabated. The publication of the monthly 
statements relating to landings of fish at the Scottish ports, which were 
suspended during the war, has been resumed since February of this year. 
From the figures relating to the main items, it appears that 5,381,000 cwt. 
were landed in 1938 and valued at £3,827,000, whereas in 1944, only 3,034,000 
cwt. were landed, but the value was £5, 776, 000. The summer herring season 
has just ended, and the records set up in 1944 have been beaten this year. 
Some idea of the phenomenal figures is given by the returns of the two leading 
ports, as follows : 


1944 1945 
Crans Value Crans Value 
Fraserburgh rar 149,000 £587,000 174,000 £699,000 
Peterhead ia 43,000 £174,000 82,000 £334,000 


The curing section of the industry has been very busy, and well over 
$0,000 barrels have been filled, as against 50,000 barrels in the previous year. 
[fhe main supply has gone to the Contine nt, and the Ministry of Food are 
isking for even greater supplies. The kippering section of the trade has 
expanded, and a ready market is available for their products. The scientific 
research in the industry continues, and it would appear that a certain measure 
of success has been attained in the experimental freezing methods adopted. 
Over a hundred vessels have left for the East-Anglian season—the first since 
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the war—and it is believed that the landings will be heavy. 

In the trawling section of the industry boom conditions continue, but 
many firms are not satisfied with present conditions and on some occasions 
the fish has been dumped. In Aberdeen, the principal Scottish port for the 
trawlers, a storm broke out over the number of foreign landings, and a certain 
amount of boycotting has been going on, although the v various sections of the 
industry are not unanimous in the methods adopted. The owners are in 
favour of the suppression of foreign competition, but the fish merchants 
maintain that demand requires the supplies from these vessels. In Aberdeen 
the local ice companies refused to supply ice to the foreign vessels, and by a 
decision of the Aberdeen Harbour Board British trawlers have been given 
berthing priority up to 4 o’clock each day. The fish merchants, and the 
Transport and General Workers’ Trade Union, representing the porters, were 
opposed to the decision. It must not be forgotten that almost 70 per cent. 
of the fish landed came from foreign boats, and such a narrow policy may 
well have unpleasant repercussions later. 

In the building industry, there is naturally work for many years ahead. 
Even in pre-war days it was reckoned that the housing shortage was seven 
times worse than in England. At least 500,000 houses are required. The 
target for the next two years is 40,000 temporary and 50,000 permanent 
houses, although in 1938 (the best pre-war year for Scottish housing) only 
about 26,000 houses were built—of these, about 7,000 by private enterprise, 
mainly for sale, and 19,000 by local authorities oo letting. The low ratio 
of houses provided by private enterprise is due to a large extent to the Scottish 
rating system. 

Another industry which is of special interest to Scotland is whaling. In 
view of the world shortages of food, the Ministry of Food, as long ago as 
1943 stated that the Ministry is vitally interested in the resumption of whaling 
at the earliest possible date. Prior to the outbreak of war there were 38 
whaling floating factories; of these 12 were British and all of them have 
been lost during the war. It is desirable that the fleet should be built up to 
at least pre-war standard, and it is hoped that Scotland may secure an increased 
interest in this industry. 

As to the future, it is encouraging that several new industries have been 
attracted to Scotland. Among the areas scheduled by the Distribution of 
Industry Act as ‘‘ Development Areas” are the Counties of Dumbarton, 
Lanark and Renfrew, the city of Glasgow, many Ayrshire towns, Dundee, 
some parts of the county of Stirling and Midlothian. Many of these scheduled 
towns are closely identified with the coal- -mining industry and other heavy 
industries. Several firms from the South have leased the available factories 
and those which have still to be built. Is it that Scottish business executives 
have become less enterprising ? While this establishment of new industries 
in certain areas is highly desirable, because of the need to diversify Scottish 
industries through the introduction of the lighter industries, it must not be 
overlooked that these new industries will absorb mainly fe male labour, and the 
basis of the economic structure is, and must continue to be the heavy industries. 
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International Banking Review 


France 


NDER a Board of Trade direction, Frenchmen can now make use of 

their bank balances and securities in Britain, provided assets did not 

exceed the equivalent of {500 on August 29, 1945. At the same time, 
the restrictions imposed under the Trading with the Enemy Act on British 
securities held by residents in France have been removed. These steps have 
been taken as preliminary measures to give effect to the Anglo-French property 
agreement of August last. 

An agreement was reached early in October between the French and 
United States Governments, under which practically all controls on financial 
transactions with France are removed, thus unblocking some $1,000 millions 
of frozen French funds in the U.S. Remittances may now be made to 
France in unlimited amounts for any purpose and through any available 
channels. Securities may be exported to France, but the importation of 
securities into the U.S. continues to be controlled, in order to prevent the 
disposal of looted securities in the United States. The French Government 
will have to issue licences for the release of blocked French funds, in order 
to prevent the release of enemy-owned assets disguised as French assets. 
France, in turn, is now prepared to allow current payments to the U.S. from 
the franc area of profits, dividends, interest, royalties, and payments for 
authorized commercial transactions, including balances accrued through the 
same sources during the war. American assets in France are estimated 
$400 millions. 
Sweden 

Negotiations were initiated in London between the British and Swedish 
Governments in connection with problems arising from the Anglo-Swedish 
Payments Agreement. The possibilities of a revision of the schedule of 
reciprocal imports drawn up at the time of the conclusion of the agreement 
were examined, as were the possibilities of the utilization of Swedish sterling 
balances in other countries of the sterling area. 

During the course of the application of the agreement it was found that 
sterling balances were accumulating on a larger scale than was anticipated, 
owing to Great Britain’s inability to export on the scale provided for in the 
schedule. It is for this reason that the possibilities of reducing these balances 
through Swedish purchases in the sterling area are being investigated. 

Norway 

Norway followed the example of other liberated countries in exchanging 
her notes for a new issue, in order to check up on holdings accumulated by 
those collaborating with the enemy or those having earned excessive profits 
during the enemy occupation. Arrangements have be en made for the exchange 
of Norwegi: in notes held in the United Kingdom not later than October 27, 
and for the registration of bank balances with Norwegian banks and securities 
payable in Norwegian kroner and for the return of property. 


Greece 
The inflationary sy mptoms have become more pronounced during October. 
The price of the gold sovereign has touched new high records since the devalua- 
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tion of November 1944. The authorities have virtually abandoned their 
efforts to prevent the rise by sales of gold. It appears that even the second 
devaluation, to 4,000 to the gold pound, failed to bring the drachma to a level 
at which it could be held in prevailing conditions of commodity shortage. 
Lack of supplies and political uncertainty are mainly responsible for the 
depreciation of the drachma to about one-tenth of its new official level. 


The Far East 


The Singapore branches of the Hongkong and Shanghai Banking Corpora- 
tion, the Chartered Bank of India, Australia and China, the Mercantile Bank 
of India, Eastern Bank, and the National City Bank of New York are re- 
opening for new business. The moratorium covering old business will continue 
and all old accounts will remain frozen until sufficient staff arrives to enable 
the banks to begin dealing with old business. Records of the banks are 
practically untouched, but the Japanese went through all vaults, safes, and 
deposit boxes, and looted gold, jewellery and precious stones. 

On September 30 American troops surrounded all Japanese banks whose 
main purpose was to finance the Japanese war production. The institutions 
responsible for the mobilization and control of financial resources of former 
Japanese-occupied territories were also seized and closed by order of the 
Allied occupation authorities. 


Appointment tirements 
ppointments and Retireme 
District Bank Changes 

Mr. H. J. Dafforn, Chief General Manager, retired at the end of September 
after 46 years’ service. Entering the bank at Bolton in 1899 he was trans- 
ferred to Manchester in 1905. He was appointed Head Office manager in 
1922 and became chief general manager in 1935. Mr. Dafforn was a Fellow 
and a Member of the Council of the Institute of Bankers. On his retirement 
he has been succeeded by Mr. W. F. Lonsdale, whose photograph appears 
on page xl. Mr. Lonsdale began his training in 1906 and passed his early 
banking years in his native Blackburn, at Accrington and at the Head Office, 
Manchester. Following the outbreak of hostilities in 1914 he was absent 
from the bank for four years on war service, first with the Royal Welch 
Fusiliers and later, on being commissioned, with the East Lancashire Regiment. 
After nearly two years in France he was wounded in 1917 and awarded the 
Military Cross. 

Following his return to the Head Office of the bank in rg19, he subsequently 
held the positions of accountant and sub-manager. Later he was given the 
dual appointment of Head Office manager and assistant general manager, 
and in 1942 was made a joint general manager. During this war Mr. Lonsdale 
has been the banking adviser to the Regional Commissioner for the North- 
West and has taken an active interest in the work of the Manchester Savings 
Committee. He is also a Vice-President of the Manchester and District 
Bankers’ Institute. 

Further changes announced by the District Bank are the appointments 
of Mr. S. Higginbottom, assistant general manager and chief accountant, 
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to be a joint general manager, and Mr. J. L. Riley, manager of Macclesfield 
branch, to be an assistant general manager. 

Barclays Bank (D. C. & O.)—Mr. T. M. Bland has been appointed a 
member of the London Committee and Mr. A. S. Aiken a member of the 
South African Board. 

Cater, Brightwen & Co.—After thirty-three years with this company, 
Mr. Henry F. Taylor retired from its service at the end of September. To 
succeed him, Mr. John Mackay Page has been appointed sub-manager. 
Imperial Bank of Iran—Colonel Sir A. Henry McMahon, who joined the 
board in 1917 and has been chairman since December 1937, has retired from 
the chairmanship but retains his seat on the board. The board have elected 
Lord Kennet of the Dene as chairman. 

Martins Bank—London Foreign Branch: Mr. A. H. Birse, C.B.E., on his 
release from national service, has been appointed assistant foreign manager 
of the bank. Berwick-on-Tweed : On his release from H.M. Forces, Mr. S. H. 
Gallon has resumed his former appointment as manager. Guildford: Mr. 
C. H. Parker, hitherto acting manager, has been appointed manager. 
Midland Bank—Mr. T. R. Nicholson, joint general manager, has retired 
after fifty-one years of valuable service and is succeeded by Mr. H. Wheeler, 
hitherto an assistant general manager. 

National Provincial Bank—The Rt. Hon. the Earl of Selborne, P.C., 
C.H., released from his duties as Minister of Economic Warfare, has been 
re-elected to the board. Mr. Ernest Cornwall, chief general manager since 
1934, retired from executive duties at the end of October, after more than 
fifty-three years’ service. He has been elected a director of the bank. Mr. 
William Hadwick, deputy chief general manager, has been appointed to 
succeed Mr. Cornwall. 

Westminster Bank—The Rt. Hon. Anthony Eden and the Rt. Hon. 
Lord Leathers have been appointed directors of Westminster Bank. Mr. 
James Greenhill, a joint general manager since 1933, and manager of Lothbury 
Office since 1929, has retired after nearly 47 years’ service. Mr. Herbert 
Cremer and Mr. James Stewart, formerly assistant general managers, become 
joint general managers. At Lothbury Office Mr. Oliver Read succeeds to 
the management and Mr. W. L. Cooper has been appointed deputy manager. 
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BANCO DE CREDITO 
DEL PERU 


CAPITAL S/’.16,000,000.00 
RESERVES S’.26,432,576.29 
HEAD OFFICE: LIMA 


EIGHT CITY BRANCHES 
THIRTY-SIX PROVINCIAL BRANCHES 
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ON PERU 
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amount you write. To replenish “‘ BIRO” 
for a similar period of trouble-free ser- 
vice, go to any “ BIRO ” retailer and he 
will fit a refill unit while you wait. 

Ask your Stationer or pen shop to demon- 


strate this new writing instrument. Try 
it and you'll buy it. 


‘Biro 


for perpetualiy perfect WRITING 
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Chairman 
The Rt. Hon. Lord Wardington 


Deputy Chairmen 
Sir Austin E. Harris, K.8.£., 
The Rt. Hon. Lord Balfour of Burleigh, p.L. 


Vice-Chairmen 
Sir Francis A. Beane, R. A. Wilson 


Chief General Manager 
Sydney Parkes, c.B.z. 


Deputy Chief General Managers 


FOR E VER Y CLASS OF E. Whitley-Jones, A. H. Ensor 
BA NK IN G B U S INESS Joint General Managers 


W.R. Bown,  F. S. Cheadle, 
W. B. Mayles, R.G. Smerdon, m.c. 





Offices throughout England and Wales 
and also in India 





HEAD OFFICE: 71 LOMBARD STREET, LONDON, E.C.3 


Attractive Terms for 


IMMEDIATE ANNUITIES 


Advantageous rates are available for Immediate Annuities payable 


either half-yearly, quarterly or monthly. 


Annuities on special terms are quoted when purchased for groups 


of lives. 


Asrangements of a particularly favourable nature can be made for 
firms who, at the moment, are paying pensions themselves. to retired 
employees. 


Particulars may be obtained on application to: 


LEGAL & GENERAL 
ASSURANCE SOCIETY LTD 


d 4 1836 
Chief Administration : 188 FLEET STREET, LONDON, E.C.4. 


Near Tempie Bar. 
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The Midland Bank invites all who 
are making plans for business with 
other countries to take advantage 
now of the Bank’s co-operation. 


The Overseas Branch of the Bank in 
London and the Foreign Branches 
in various provincial centres have 
a vast fund of information and 
experience, and through many 
thousands of banking agents in 
all parts of the world facilities 
are available for handling every 
type of transaction. 


The Manager of any of the Bank’s 
1,800 branches will welcome the 
opportunity of discussing problems 
related to foreign trade. 


MIDLAND BANK 


LIMITED 











Export Demands — 


Britain needs a great revival of Export Trade. 
Martins Bank, with its specialised knowledge of 
Foreign Business and Correspondents throughout 
the world, is fully equipped to help Manufacturers 
and Traders with their financial problems in 
connection with the production of goods and with 
the financing of shipments. 

The Bank, through its Branch Managers, is ready 
to consider proposals. 


TOTAL ASSETS : £226,000,000 


MARTINS BANK 


LIMITED 
London District Head Office : 68, LOMBARD STREET, E.C.3. 


Hiead Office: WATER ST., LIVERPOOL, 2. 


THE CHARTERED BANK OF 
INDIA, AUSTRALIA & CHINA 


Incorporated by Royal Charter 1853 
CAPITAL £3,000,000 RESERVE FUND £3,000,000 


BRANCHES AND AGENCIES throughout INDIA and THE EAST. 


The Bank offers a complete Overseas Banking Service 
and provides exceptional facilities for financing every 
description of trade with the East. 
Deposits for Fixed Periods or repayable at call or at 
short notice are received at rates which may be ascer- 
tained on application. 
The Bank also undertakes Trusteeships and Executor- 
ships. 
HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.z. 
West END BRANCH: 
28, CHARLES II STREET, HAYMARKET, S.W.1. 
MANCHESTER BRANCH: 52, MOSLEY STREET. 
NEW YORK AGENCY: 65, BROADWAY, NEW YORK CITY. 
AFFILIATED BANK IN INDIA: 
THE ALLAHABAD BANK LTD. with 15 BRANCHES and 32 SUB-AGENCIES. 








